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A Dollar Book As important 
As Your Will 


? 


@ How much does your family 
know about your personal hold- 
ings and obligations? 

@ When the untimely and unex- 
pected happens, will you leave 
behind a complete and concise 
record to guide those who 
must carry on alone? 

@ Can they find in one place a 
summary of all your insurance 
policies and their location? 

@ Would your present record show 
them at a glance your real 
estate holdings, location of 
deeds, and status as to taxes, 
mortgages, interest, date pur- 
chased and cost? 

@ Would your present record re- 
veal quickly a summary of 
bank accounts, safety deposit 
boxes and location of keys, 
building and loan shares, se- 
curity holdings, income from 
securities, and your own rec- 
ommendations and advice that 
only those should speculate who 
are prepared to assume the 
risks and losses? 

@ Would your family know in- 
stantly if you have left a will, 
and who is to be administrator 
and would they know about any 
trust funds for the children’s 
education or annuities to pro- 
vide for the continued support 
of your widow? 


“MY ESTATE— 
How To Protect it” 
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an effort to build up and leave a substantial 
estate when they pass on. 


Yet the one thing that most of us put off, 
as if we expected to live forever, is setting 
down a simple record of what we own and 
what we owe. 


Such a record, for which this book provides, 
does more than simplify and speed up final 
settlement of the estate that represents the 
fruits of a lifetime. Next to life insurance and 
a properly executed will (especially impor- 
tant if there are minor children whose educa- 
tion is to be taken care of) this record is 
the best guaranty that the interests of the 
family will be protected after the bread- 


~ winner is gone. 


“MY ESTATE — HOW TO PROTECT IT" 
contains the necessary forms for keeping all 
the answers to the questions at the left 
above. And what is equally vital location of 
all valuable documents. 
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hat’sLVNew 
in Books 


By Fred F, 


THE DEPRESSION. 


| Truhlar. Published by Dorrance & 


Company. 112 pp. $1.00. Mr. Truh- 
lar (a member of the Ohio Bar) in 
this book offers an analysis of our 
present economic set-up for the lay- 
man in order to acquaint the Ameri- 
can people with the nature of our 
economic problems. Part one of this 
work was written in the latter part 
of 1932 and the beginning of 1933, 
and has been left unchanged in this 
edition. In the second part the au- 
thor gives the highlights of the cur- 
rent depression, now in its tenth 
year, and illustrates the futility of all 
means tried so far to overcome this 
difficult phase in our economic de- 
velopment. The fundamental error, 
in Mr. Truhlar’s opinion, is that 
while living in a dynamic present 
we still think in terms of the past 
and try to remedy current malad- 
justments by methods based upon 
outworn economic 
theories. He maintains that we have 
made material progress so fast and 
modified social and economic con- 
ditions at such a speed, that we have 
been unable to adapt our economic 
ideas accordingly and that the latter 
are based too much on a retrospec- 
tive rather than on a prospective at- 
titude. The work does not give any 
concrete and definite advice or sug- 
gestion as to “what to do about it”; 
it merely states the problem. 


* 


FINANCING GOVERNMENT. By 
Harold M. Groves. Published by 
Henry Holt & Company. 794 pp. 
$5.00. Professor Groves (of the 
University of Wisconsin) is con- 
sidered one of the outstanding tax 
experts in this country and his writ- 
ings on tax matters have had a great 
influence on tax legislation in his 
home state as well as in the national 
Congress. His latest work is with- 
out doubt the most comprehensive 
textbook on public finance available 
at the present time. One of the out- 
standing merits of the author’s form 


(Please turn to page 28) 
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—Gendreau 


Federal Reserve Bank Headquarters, Washington, D. C. 


Federal Reserve’s Role 
the Bond Market 


HE Federal Reserve Banks have 

wielded an influence over the 
banking system and the credit struc- 
ture of the United States so powerful 
as to create a widespread belief, bor- 
dering upon a superstition, in the 
omnipotence of the central banking 
authorities. The imagination of those 
who are not well tutored in the funda- 
mentals of bank credit assumes many 
strange forms. One, which has ap- 
peared repeatedly in bills thrown into 
the legislative hoppers of Congress, 
is the conviction that the Reserve 
Banks can assure permanent pros- 
perity by exercising their controls in 
such a way as to maintain a lasting 
stability of the general price level. 
Last March, the Board of Governors 
of the Reserve System found it ad- 
visable to explode this theory by in- 
forming the public that, in addition 
to the fallacy of the belief that a 
steady average price level would 
necessarily assure prosperity, prices 
cannot be fixed by monetary controls, 
and the Reserve System’s “control of 
the amount of money is not complete 
and cannot be made complete.” 


Prosperity Generated P 


Nevertheless, there has been a per- 
sistent conviction, shared by some 
reputable economists, that the central 


banking system can generate pros- 


perity, even in the midst of depres- 
sion, by the exercise of its power to 
expand the amount of bank credit 


In periods of readjust- 
ment in the bond mar- 
ket, the Federal Re- 
serve System plays an 
important part. But 
even its broad powers 
cannot stem a major 
economic tide. 


available. Events of more recent 
years have seriously weakened the 
support for this theory, but it ap- 
parently ‘provided the major part of 
the motivation for the Government 
bond buying program which was 
undertaken in 1932. From February 
to July of that year, Reserve Bank 
purchase of U. S. Government obliga- 
tions amounted to about $1 billion. 
Excess reserves of member banks, 
which had averaged less than $100 
million for the years 1929-1931, and 
which had fallen to a very low level 
in January, 1932, had advanced above 
$500 million at the end of the year. 
Interest rates dropped sharply, bank- 
ers’ acceptances declining from 3 per 
cent at the beginning of 1932 to ¥% 
of 1 per cent in December. Thus 
was the period of abnormally “easy” 
money initiated. But the general 
banking situation was not improving. 


The Reserve Banks’ bond buying pro- 
gram could not stop the tidal wave of 
bank closings which culminated in the 
“bank holiday” of March, 1933. Ex- 
cess reserves dwindled rapidly in the 
first quarter of 1933, as the rate of 
deposit withdrawals—impelled by in- 
creasing evidence of widespread in- 
solvencies in the banking structure— 
accelerated. 

After the reopening of the banks 
the policy of credit expansion was 
resumed. The Reserve Banks pur- 
chased $580 million U. S. Govern- 
ment obligations during 1933, increas- 
ing the System’s holdings to a total 
of $2.4 billion. Interest rates, which 
had advanced sharply during the 


‘period of banking strain, again de- 


clined, and excess reserves advanced 
to a new high of more than $800 mil- 
lion at the end of the year. 


Easy Money Era 


The Reserve Banks, having pur- 
chased roughly $2 billion Government 
securities in the years, 1930-1933, 
made no further net additions to their 
bond portfolio until April, 1937. For 
more than three years, the System’s 
security holdings were maintained 
with remarkable stability at or slightly 
above $2,430 million. There was no 
modification of the easy money policy 
until the latter part of 1936; addi- 
tional purchases of Governments were 
suspended because it was obvious that 
any further expansion of portfolios 
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would be superfluous. Surplus bank 
reserves grew almost without inter- 
ruption throughout 1934 and 1935, 
mainly because of the heavy gold im- 
port movement which started in 
February, 1934. The net movement 
of gold has been strongly in the di- 
rection of the United States ever 
since. 

The long “bull market in bonds” — 
including municipals and high grade 
corporate obligations as well as-U. S. 
Governments—began early in 1934. 
There can be no question but what 
Federal Reserve credit policies were 
at least partly instrumental in foster- 
ing the growth of this bull market, al- 
though it appears in retrospect that 
it would have arisen sooner or later 
from the effects of other major eco- 
nomic developments, notably the 
sharp increase in the dollar price of 
gold (devaluation of the dollar in 
1934) and _ political unsettlement 
abroad. Both factors contributed to 
the huge increase in our monetary 
gold stocks, which have advanced 
from $7.4 billion at the time of the 
revalorization to a recent total around 
$17 billion. The resultant increase 
in excess reserves and the effects of 
the Administration’s reform measures 
on “venture capital” provide sufficient 
explanation for the long decline in 
bonds yields from 1934 to 1939, not 
to mention the indirect effects of 
deficit financing by the Federal Govy- 
ernment. 


- Reserve Banks was shunned. 


But the fact that the Reserve Banks 
can play an important role in the bond 
market has recently been brought to 
the fore in a rather dramatic fashion. 
During the past few weeks, the first 
important change in the total Reserve 
Bank holdings of Governments since 
1933 has taken place. That the change 
consisted of a heavy addition to the 
bond portfolio of the central banks 
may be attributed to the need for 
maintaining an orderly market in a 
period of severe unsettlement arising 
from the war. Nevertheless, the fact 
that the only important alterations in 
the totals of Reserve Bank holdings of 
Governments in recent years (with 
the exception of a temporary decline 
in July and August, 1939) have been 
increases raises a question as to the 
feasibility of any material decrease 


-in their portfolio until there is a dras- 


tic change in the trend of the finances 
of the Federal Government. 

In 1936 and early 1937, when 
the Administration became perturbed 
over the seeming threat of an infla- 
tionary boom, the brakes were applied 
by a sharp increase in member bank 
reserve requirements; the alternative 
course of sales of Governments by the 
But 
after the U. S. Government bond 
market (and other sections of the 
high grade bond market) had shown 
unmistakable signs of weakness in 
March, 1937, Reserve Bank purchases 
were resumed. The addition to the 


portfolio was not large (it brought 
the total to $2,526 million) but it 
had the desired effect of reassuring 
the market. There was some further 
irregularity in the last half of 1937, 
but the bull market in Governments 
and in high grade corporation bonds 
was definitely resumed in 1938. The 
strong upward trend in bonds was 
furthered by several developments 
which led to sharp increases in excess 
banking reserves: the abandonment 
of the policy of “sterilizing” gold im- 
ports, a partial cancellation of the 
previous increases in member bank 
reserve requirements (April, 1938), 
and resumption of the heavy inflow of 
gold during the last half of that year, 
The advance in Governments con- 
tinued until June, 1939, and although 
the Government list receded from the 
record highs made early in_ that 
month, high grade corporates gave no 
readily discernible sign of reversing 
their trend until about two months 
later. 

Excess banking reserves showed a 
sharp gain in the first half of 1939, 
from $3.3 billion early in January toa 
level around $4.3 billion at mid-year. 
In view of this huge accumulation of 
idle funds, and the technical position 
of the Treasury bill market (which 
had advanced practically to a no yield 


basis), the Reserve Bank authorities 


decided to let a part of the System’s 
bill portfolio run off without replace- 


(Please turn to page 25) 


Investment Counsel Scrutinized 


FTER looking at all of its phases, 
the SEC has come to the conclus- 
ion that the investment counsel busi- 
ness can be successfully controlled 
only if it is to be placed under national 
supervision. In adopting this opinion 
it was aided by the study made by the 
Investment Counsel Association un- 
der the direction of its president. We 
are impressed by how closely some of 
his recommendations and criticisms 
follow suggestions THE FINANCIAL 
Wor tp outlined in its December 2, 
1936, issue, when it advocated the 
need of a new code of rules to govern 
this type of investment activity. We 
then held that if these organizations 
did not put their own house in order, 
outside pressure eventually would 
bring upon them some form of legal- 
istic control. 
National supervision would pro- 
vide better control provided it did not 


attempt to abridge the right to ex- 
press opinions, for then it would 
impinge upon the constitutional right 
to free expression of thoughts and be- 
liefs. Moreover, the business of giv- 
ing advice, if based on high ethical 
principles, is an essential part of suc- 
cessful investment practices and 
should not be curtailed. Of course the 
consultant himself should have no 
financial commitments whereby his 
judgment might be impaired, and 
should possess the experience neces- 
sary to qualify him as a practical and 
sound adviser. Such men through 
careful study and long experience 
can be of the greatest help to inves- 
tors who have not the time themselves 
to acquire this training. 
Unfortunately, as the matter now 
stands, the profession is unregulated 
and this permits any individual to set 
himself up as an investment con- 


sultant and indulge in extravagant 
claims, and this has in a measure 
brought the business under severe 
criticism. The Security and Exchange 
Acts have no provisions for their 
control, but it must eventuate. 
National supervision could provide 
a sound measure of control provided 
it included a license system. Under 
a license system, measures could be 
adopted whereby such licenses would 
be granted only to those who through 
experience and successful examina- 
tions as to their fitness would qualify 
to conduct this type of business. But 
these control measures would have to 
go even further. They would have to 
provide proper restriction of such 
services as are allied with brokers, or 
where accounts are handled on a per- 
centage of profit basis, for in these 
cases there exist temptations that can 
impair the usefulness of the advice. 
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Raw Materials May 
Decide the War 


Analysis of the position of the belligerents with respect to eight 


essential commodities indicates a decided edge for the Allied powers. 


By Allan F. Hussey 


66 AN army travels on its stomach” 

—so said Napoleon. Food- 
stuffs are still leading materials of 
war, but other commodities have ac- 
quired an importance which could 
hardly have been anticipated in the 
Little Corporal’s day. Under mod- 
ern conditions of warfare, the posses- 
sion of adequate supplies of items 
such as those listed in the accompany- 
ing table might well outweigh con- 
siderations of manpower or military 
strategy. It appears that Germany 
is deficient even during peacetime in 
seven of the eight materials listed 
whereas the Allies have adequate sup- 
plies of all or can obtain them with- 
out undue difficulty. Furthermore, 
under war conditions Germany's im- 
ports from her normal sources of sup- 
ply will be severely curtailed, making 
a bad situation worse. 

The figures in the table are by no 
means to be taken as exact indications 
of the present-minute position of the 
belligerents and their potential allies. 
They represent past performances 
during peacetime and reflect neither 
the possible increases in production 
(and the inevitable increases in re- 
quirements) under stress of war nor 
the disruption of normal foreign trade 


relationships under such conditions. 
Furthermore, it has obviously been 
impossible to make any allowance for 
the accumulation of reserves in an- 
ticipation of war ; this has undoubted- 
ly taken place in many instances and 
has caused production and imports to 
exceed actual current requirements. 
The figures in most cases represent 
averages for the last three years, and 
are necessarily partly estimated. The 
data regarding surpluses and deficien- 
cies are based primarily on export- 
import balances. 


Iron production as given for the 
various countries represents the es- 
timated iron content of ore produced, 
while surpluses or deficiencies have 
been derived by computing the net 
exports or imports of iron ore (in 
terms of iron content) plus pig iron 
plus iron and steel scrap. The su- 
periority of the Allies in respect to 
supplies of iron is even greater than 
implied by the figures, since in recent 
years Germany has obtained more 
than a quarter of her iron imports 
from France and most of her scrap 
from the United States ; these sources 
are now closed. The rich ore fields 
of Sweden are still open to Germany 
-—at a price—but the importing of ore 
rather than scrap will necessitate di- 
version of coal and labor which could 
otherwise be used elsewhere. French 
iron and steel production formerly 
depended heavily on German coke, 
but this fuel can now be obtained from 
England in return for iron ore. 

Development of copper mines in 
Canada and Rhodesia since the last 
war has materially altered the rela- 
tive status of the belligerents with re- 
spect to supplies of this metal. Canada 
has doubled its production in the past 
seven years while output in Rhodesia 


e e e 
Raw Material Supplies of Leading Nations 
Other 
Great Total British United European 
ANNUAL PRODUCTION: France Britain Allies “Germany Dominions States Russia Italy Neutrals 
13,190 5,055 18,245 5,210 2,450 35,408 ‘14,610 549 9,420 
Surplus or Deficiency). .....66......ssecesse (+ 6,968) (— 4,855) (+ 2,113) (— 12,125) (+ 214) (+ 4,081) (+ 297) (— 651) (4+ 8,475) 
Copper—Metric toms ............scseecssseeees 1,033 None 1,033 33,441 415,782 605,779 91,167 None 40,175 
(Surplus or Deficiency) (—113,100) (—273,633) (—386,733) (—286,259) (+352,082) (— 62,188) (—58,833) (—80,500) (+ 35,908) 
Lead—Metric tons 3,905 28,229 32,134 82,666 495,642 380,031 52,900 32,700 102,650 
(Surplus or Deficiency).......5...0...cccsseses (— 96,295) (—320,921) (—417,216) (—171,434) (+449,592) (— 13,644) (—35,100) (—15,100) (+ 85,650) 
None 5,600 5,600 212,700 397,800 574,467 71,667 68,033 60,900 
(Surplus or Deficiency)..............seeeeeeee (— 88,767) (—216,233) (—305,000) (— 87,433) (+330,033) (+ 17,967) (— 1,333) (+34,133) (+ 50,400) 
Petroleum—Barrels, 000 .............eceeeeees 507 None 507 7,550 14,673 1,197,367 198,833 111 55,406 
(Surplus or Deficiency)............ceceeeeeees (— 50,723) (— 88,477) (—139,200) (— 45,840) (— 64,647) (+ 65,145) (+42,116) (—i9,189) (+ 39,632) 
Wheat—Bushels, 000,000 ............00ceeeeeees 269 60 329 167 54 626 1,132 253 287 
(Surplus or (— 7) (— 22) 20) (— 4 33) — 2) (+ 16) 11) G 41) 
None None None None 7,538 13,928 2,994 None None 
(Surplus or Deficiency)..............ceeeeeeee (— 1,174) (— 2,707) (— 3,881) (— 2,019) (+ 4,373) (+ 5,817) (— 68) (— 679) (Deficient) 
Wool—Pounds, 000,000 37 125 162 33 1,546 429 184 Negligible 
GE (— 425) (— 578) (— 1,003) (— 265) (+ 1,361) (— 230) (— 65) (— 78) (Deficient) 
“Including Austria, Czechoslovakia and Poland. 
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has increased twelve-fold. In sharp 
contrast, Germany’s production has 
fluctuated hardly at all but its require- 
ments are now twice as large as in 
1931. Unless substantial amounts of 
the metal have been stockpiled in the 
last several years, a serious copper 
shortage could develop in Germany 
before long, as she has normally ob- 
tained a large part of her needs from 
Chile and the United States, and in 
the open market in London. Yugo- 


slavia is the only important European 
source of supply now left to Germany. 

The situation with regard to lead 
is very similar to that prevailing in 
copper. Germany’s production has 
been stepped up in recent years, but 
her requirements have increased even 
more. Yugoslavia and also Belgium 
appear to be fairly promising sources 
of lead still open to the Reich. 
But it is questionable that supplies 
from these sources will be sufficient. 


The Allies can depend on Canada, 
Burma and Australia for enough lead 
to supply their needs without going 
outside the Empire, though if neces- 
sary they could obtain substantial 
amounts from Mexico, South America 
and the United States. (The ap- 
parent deficiency in the U. S. produc- 
tion has doubtless been wiped out al- 
ready. ) 

Poland is an important producer of 

(Please turn to page 27) 


Problems Loom for Canadian Companies 


LTHOUGH an ocean separates 
them from actual hostilities, war 
was brought closer to Canadians re- 
cently in the announcement of tax in- 
creases along a broad front. The new 
measures, which in one form or an- 
other affect every walk of life, in- 
creased the load on a number of 
luxuries, extended the sales tax, 
boosted income taxes and slapped an 
excess profits levy on: all businesses 
whether incorporated or not. 

Stockholder rolls of a number of 
prominent listed Canadian corpora- 
tions are liberally sprinkled with the 
names of owners on this side of the 
border. Thus, many investors in the 
United States will feel the effects of 
the Dominion’s latest effort to main- 
tain its economy on a “pay-as-you- 
go” basis. 

Respecting corporations, the in- 
come tax rate has been raised from 
15 to 18 per cent—a figure, incident- 
ally, no higher than that now pay- 
able by corporations in the United 
States. In addition, an excess profits 
measure has been imposed, this to be 
paid in either of two ways as the 
taxpayer may elect. 

Under the first option, the impost 
is on a graduated scale, beginning at 
10 per cent of all profits in excess of 
5 per cent (but not exceeding 10 per 
cent) of capital. The remainder of 
the schedule is as follows: 


(Per Cent) Tax 
Between 10 and 15................ 20% 
Between 15 and 20.............00. 30 
40 
60 


Under the second option, the tax 
is 50 per cent on all profits in excess 
of average annual earnings over the 
past four years. A notable feature is 
that the new levies apply to income 
earned in 1940 and to fiscal periods 
ending March 31 and thereafter. 


As things now stand, general effect 
of the new measures should not be 
severe. International Nickel, for ex- 
ample, is expected to earn around 
$2.50 per share in the current year. 
On this basis, its “excess profits” tax 
for 1940 would be 50 per cent of the 
amount by which results exceeded 
$2.58 per share—which would be the 
four-year average. Another illustra- 
tion: Based on estimated net of $6.75 
per share in the August, 1939, fiscal 


year, Hiram Walker’s tax for 1940 


would be 50 per cent of any surplus 
over the indicated four-year average 
of $7.41 per share. 

Because of fixed selling prices and 
presumably higher costs, “‘stable earn- 
ers’—such as the gold miners—are 
unlikely to incur any significant “ex- 


cess profits” liability. But these units © 


will, of course, pay the higher normal 
tax. As for companies mining base 
metals, however, the chances are that 
earnings in this direction will expand, 
thus making them subject to the extra 
assessment. 

It may well turn out, however, 
that increased taxes will not be the 
biggest immediate concern of U. S. 
holders of Dominion securities. For 
the Canadian dollar is now quoted 
at a discount of more than 10 per 
cent. In this connection, it is notable 
that some companies have been pay- 
ing dividends in American dollars 
(Aluminium pfd., Dome Mines, Inter- 
national Nickel, McIntyre Porcupine 
and Wright-Hargreaves). But most 
of them have been disbursing Canadi- 
an funds (Consolidated Mining, Dis- 
tillers- Seagrams, Hiram Walker, 
Hollinger, Hudson Bay and Lake 
Shore Mines). 

As far as is determinable at the 
present time, the question of whether 
companies in the first group will con- 
tinue to pay in American dollars rests 


with the respective boards of directors 
and the Canadian Foreign Exchange 
Control Board. As for those in the lat- 
ter category, it is highly doubtfut 
whether “foreign” holders will receive 
any special consideration on account 
of depreciation of the Canadian mone- 
tary unit. (International Nickel has 
received the necessary permit to pay 
its September 30 dividend [of 50 
cents] in U. S. dollars.) 

While on the subject, the case of 
International Nickel deserves special 
comment. According to the articles 
of incorporation, the management 
may pay dividends on the preferred 
or common stocks “in one or more 
equivalent currencies other than the 
currency or currencies in which the 
payment is basically calculated (i.e. 
American dollars) ....” Manifest- 
ly, this is subject to interpretation. It 
can be said, though, that “Nickel” has 
a good source of U. S. dollar ex- 
change by virtue of large sales in this 
country. In 1938, for example, busi- 
ness on this side of the border ac- 
counted for about 25 per cent of the 
total. 

All in all, the new tax schedules 
in Canada should not bear down too 
heavily on corporations in general. 
Moreover, it is likely that, in certain 
instances, some rather substantial 
profits will be seen as a result of war 
business. The catch is that this is all 
predicated upon the present situation. 

Obviously, the Ottawa Government 
may see fit to impose further tax bur- 
dens. And, besides, it is entirely 
possible that all corporations will 
eventually be forced to pay dividends 
in Canadian currency only. All this 
seems to depend, in the final analysis 
on the ebb and flow of hostilities 
abroad—the length of time they con- 
sume and the course of victories on 
land, sea and in the air. 
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HE white-winged shadow of the 

clipper ship—one time symbol of 
American supremacy on the high- 
ways of the sea—is again hovering 
over our merchant marine. It all be- 
gan when Congress passed the Mer- 
chant Marine Act of 1936 and cre- 
ated the United States Maritime 
Commission, an agency vested with 
broad powers to build and rehabili- 
tate the nation’s merchant fleet. It 
has been brought notably closer by 
the war in Europe with the virtual 
elimination of the flag of Nazi Ger- 
many from the far-flung lanes of 


ocean commerce, and the curtailed 
operations of other belligerent ships. 

According to the plan laid down by 
the Commission, 500 ships were to 
be built over a ten-year period. In 
1938, first year of operation, 52 ves- 
sels slid down the ways of the coun- 
try’s shipyards. As of September 1, 
the day that guns began to boom 
along the Polish-German frontier, 46 
merchant ships had been contracted 
for as part of the 1939 program. But 
before the conflict was a fortnight 
old, the Maritime Commission had 
asked for bids on 33 more—thus 


Ship Shares 
Buy 


The explosion in Europe has accelerated 
the shipbuilding program and thrown the 
ship operators into prominence. 
“musts” for the investor to bear in mind. 


Some 


sending the commercial shipbuilding 
schedule far ahead of the indicated 
50 keels a year. 

This all comes at a time when con- 
struction for the U. S. Navy is in its 
third year of successive upturn. It 
is slated to send aggregate shipbuild- 
ing activity in this country to the 
highest point since the frenzied days 
of World War building. And it may 
be expected to divert increasing mar- 
ket attention to the shipbuilding 
group. 

The shipbuilding industry may be 
divided into three categories: (1) 


Table I—A Glance at the Nation’s Private Shipbuilders 


—— Commercial Vessels —~. ————Naval Vessels————, 
Work in Progress 

and Contracted for 
= 
COMPANY: 8 @ 3 4 3 
a 2°44 4° 8°84 2.3 

N N Shipbuilding............. 1 wee 


Summary 
Commercial Vessels: Number 

wm | Passenger ..... 
| Passenger-Cargo ..... 
5 
Naval Vessels: 
23 | Battleship ...... 3 
2| Submarine ............ 9 
18 | Miscellaneous ........... eee 
4 
5 Grand Total .......... Sebtdantsens 152 
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companies concentrating on naval 
tonnage; (2) companies devoting 
their entire attention to merchant 
construction; and (3) those that are 
doing both merchant and naval build- 
ing. In so far as the present and 
prospective stock buyer is concerned, 
let us review some of the high points 
in each of these three classifications. 

Private companies now building for 
the United States Government have 
been receiving an increasing propor- 
tion of total naval tonnage over the 
last few years and will probably run 


at or near capacity for some time to 
come. This is in line with the na- 
tional defense program, which will be 
speeded—and very likely enlarged 
—now that hostilities abroad have 
become a grim actuality. It is to be 
noted, however, that profits on this 
business are limited to 10 per cent by 
law. Of course, contrasted with the 
past record of the industry, this is a 
good return indeed. But it is not 
guaranteed and is best looked upon 
as a maximum potential. Units in 
this field: Bath Iron Works, Electric 


Five Business Cycle 


HE gradual business improve- 

ment that started up again last 
May had proceeded quite some’ dis- 
tance before the average -investor, 
speculator or business manager be- 
came convinced that the “turn” was 
a real one. And this conviction did 
not become firmly established until 
the outbreak of the European war 
started pell-mell buying of commodi- 
ties in anticipation of higher prices. 
In consequence, the rate of improve- 
ment in business activity in recent 
weeks has been the sharpest recorded 
in many a year. For participation in 
the continued business recovery move- 
ment that seems to be in prospect, 
five issues representative of strategi- 
cally situated industries have been se- 
lected. While these and other cycli- 
cal equities evidently involve a degree 
of short term risk after the substantial 
price advances of recent weeks, the 
favorable longer term prospects have 
become more clearly outlined. Four 
out of these five have impressive 
dividend records. 


Freeport Sulphur’s earnings for 
the first half of the year reflected the 
lower rate of general business which 
prevailed during that period, but with 
sulphur used in so wide a variety of 
industries, profits for the second half 
should show marked improvement, a 
trend which will continue with fur- 
ther expansion in industrial activity. 
Furthermore, the company has a 
90 per cent interest in Cuban-Ameri- 
can Manganese Company, something 
which lends a “war bride” flavor to 
Freeport’s shares. This subsidiary 


about broke even earlier in the year. 
Since then the price of manganese has 
been substantially increased, and be- 
cause of the disruption to normal sup- 


These issues should 
fully benefit from a 
long term business re- 


covery movement. 


plies of this essential material (India, 
Brazil and Africa normally supply 
most of U. S. needs), Cuban-Ameri- 
can’s sales should expand significant- 
ly. Freeport’s earnings from sulphur 
operations should approximate $2 a 
share this year; and unless the cur- 
rent situation is to undergo unexpec- 
ted change, its proportion of Cuban- 
American’s 1940 profits should be 
significant. Recent price, 35. 


General Refractories supplies 
fire-brick and other heat-resisting ma- 
terials to the steel and other indus- 
tries for relining furnaces. Now, 
with steel demand expanding sharp- 
ly, furnaces which have long been 
idle are being reconditioned, furnish- 
ing additional business for this com- 
pany. The company has customarily 
purchased its magnesite from outside 
sources, even importing from Austria 
and Czechoslovakia, in order to con- 
serve its own deposits which are es- 
timated to have a life of 20 years. 
Normal operations have been dis- 
turbed by European developments, 
but profits from utilization of its own 
deposits should be larger. Although 
earnings have been erratic, dividends 
have been paid in 22 out of the past 
26 years. Recent price, 39. 


Electric Auto-Lite has operated 
profitably every year since organiza- 


Boat and New York Shipbuilding, 

One result of the shipbuilding 
boom has been the reopening of old 
yards. Hence such names, in Table 
I (on page 7), as Charleston Ship- 
building, Ingalls Iron Works, Lake 
Washington Shipyards, Moore Dry 
Dock and Tampa Shipbuilding. All of 
these organizations are doing com- 
mercial work exclusively, but their 
securities are closely held. Excep- 
tions in this category are Continental 
Steel, Sun Oil (Sun Shipbuilding), 

(Please turn to page 26) 


Equities 


tion in 1922, and paid dividends every 
year but 1934. Revenues are derived 
mainly from original ignition equip- 
ment and storage battery sales to 
Chrysler and other automobile com- 
panies, but replacement sales have 
become increasingly important. The 
1938 earnings of $1.53 a share com- 
pared with $3.51 in 1936. During 
the first half of 1939 earnings were 
$2.36 against a loss of 15 cents in the 
similar 1938 period. At current price 
of 38, the stock returns a good yield 
on the $2 dividend paid so far this 
year. 


National Malleable & Steel Cast- 
ings seems to be somewhat better 
situated than the average railroad 
equipment company, as it also gets 
substantial business from the auto- 
mobile, steel and other industries. But 
railroad equipment and repairs never- 
theless furnish over half of its normal 
business. After recovering to 70 per 
cent of capacity in 1937, operations 
slumped to 23 per cent in 1938. In 
1931 and 1932, losses were incurred, 
but 1937 profits of $4.02 were better 
than the 1929 record of $3.16. Cur- 
rent price, 34. 


L. S. Starrett earned $2.13 a 
share for the fiscal year ended June 
30, 1939, and thus experienced a 
“normal” year, judged by the $2.15 
average for the past 16 years. Dur- 
ing that time losses were incurred 
only in 1932 and 1933, and except for 
those two years dividends have been 
paid every year since 1912. Now, 
with the pulse of activity quickening 
in those industries which constitute 
Starrett’s best customers, the pros- 
pects are that earnings will expand 
commensurately. Recent price, 33. 
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Investment Program 


HE conservative investor who 

for various reasons is not in a 
position to maintain some equity 
representation faces a serious prob- 
lem in protecting his purchasing 
power in a period of rising prices. 
The subject of inflation and its ef- 
fects on various types of investment 
have been treated in detail in a series 
of articles which recently appeared in 
this publication. To apply the de- 
ductions made in these studies a 
$50,000 inflation portfolio has been 
formulated to meet the requirements 
of investors who desire to maintain 
their funds in fixed income bearing 
securities but who also wish some 
protection against possible inflation- 
ary developments. 


Convertibles Only 


In formulating this portfolio repre- 
sentation has been confined exclu- 
sively to convertible obligations, but 
before any consideration has been 
given to this factor the status of each 
issue has been examined carefully 
with respect to its ability to continue 
interest or dividend disbursements in 
the event that the current business 
recovery movement should fail to 
carry through. Since the portfolio 
has been designed primarily for an 
assured and steady income return the 
issues must first meet this test suc- 
cessfully. 

Convertible obligaticns usually 
command a substantial premium in 
market price above the levet at which 
the conversion privilege can be exer- 
cized. This is partially true of the 
issues which have been included in 
this portfolio. All of them are con- 
vertible at levels above the current 
prevailing prices for the underlying 
equities, but the premiums do not ap- 
pear excessive in comparison with 
the prices likely to be reached in a 
period of business prosperity. Theo- 
retically, once the conversion parity 
has been reached in the case of any 


individual issue, each advance by the - 


common stock into which it is con- 


Fit War Inflation 


By Ralph E. Bach 
Research Editor 


Although basic fund 
is $50,000, prorating 
the commitment in 
each issue will accom- 
modate this portfolio 
to lesser or greater 
amounts. 


vertible is reflected commensurately 
in the price of the bonds. Thus, in 
the case of a bond that is convertible 
into common stock at $40 a share 
(i.e., into 25 shares for each $1,000 
par of bonds), every one point ad- 
vance in the stock above 40 should 
be reflected by a 2% point rise in the 
bonds. In periods of generally rising 
common stock prices, however, con- 
vertible obligations usually tend to 
advance even before the theoretical 
parity price is reached. 

(There is currently appearing a 
series of “Guides” to conversion fea- 
tures of N. Y. S. E. listed privilege 
obligations, and details of the issues 
included in this portfolio can be found 
therein. Those already published have 
appeared in the issues of September 
6, 20 and 27, and in the current num- 
ber on page 23. The final compila- 
tion will appear in an early number. ) 


Representation has been confined 
to those industries generally regarded 
to be in the most favored position in 
a period of rising business activity. 
Railroad, heavy machinery, pig-iron, 
copper, packing, automotive equip- 
ment, petroleum, rubber, railroad 
equipment, financing and chemicals 
are industries which are also likely 
to benefit as a result of orders which 
may stem from the European war. 
This program would not be immune 
to price depreciation should the busi- 
ness recovery movement prove to be 
of unexpectedly short duration. Any 
decline of this nature would, how- 
ever, be of limited extent compared 
to what might be expected in the case 
of equity prices generally. 


Attractive Yield 


On the basis of prevailing prices 
the program affords a yield of slightly 
over 4 per cent. This return is still 
attractive in relation to prevailing in- 
terest rates. Coupled with the en- 
hancement opportunities offered by 
the call on the respective equities, the 
portfolio meets the requirements of 
an investor who is not in a position to 
maintain direct representation in com- 
mon stocks but who, besides obtain- 
ing an assured income, is desirous of 
securing a hedge against inflationary 
developments. 


‘ ” 
A $50,000 “Inflation” Portfolio 
Par Amt. 
or Number Issues: Recent Recent 
of shares (All Convertible) Price Value Income 
$4,000 Great Northern Ry. 4s “G”, 1946...... 107, $4,280 $160.00 | 
4,000 Allis-Chalmers 4s, 1952................ 109 4,360 160.00 
5,000 Interlake Iron 4s, 1947................. 96 4,800 200.00 
4,000. Phelps Dodge 314s, 1952.............. 114 4,560 140.00 
5,000 Wilson & Co. 334s, 1947............... 97 4,850 187.50 
4,000 Electric Auto-Lite 4s, 1952............ 107 4,280 160.00 
50 shs. Tide Water Assoc. Oil $4.50 pfd....... 91 4,550 225.06 
50 shs. Goodyear Tire $5 cum. pfd............ 104 5,200 250.00 
35 shs. American Brake Shoe 5 % ae 136 4,760 183.75 
50 shs. Commercial Credit 414% pfd.......... 100 5,000 212.50 
100 shs. Westvaco Chlorine 5% pfd. ($30 par).. 34 3,400 150.00 
$50,040 $2,028.75 
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Ratings are from THE FINANCIAL 
Independent Appraisals of Listed Stocks. 
Refer to individual Stock Factographs for 
further vital information and statistical data. 


AMONG THE BULLS AND BEARS 


@ 


“Also FW” refers to the last previous 
item in the magazine. Opinions are based 
on data regarded as reliable, but no re- 
sponsibility is assumed for their accuracy. 


Prices Are as of the Closing, Wednesday, September 27, 1939 


Amer. Car & Foundry, pfd. C+ 


Better-than-average speculative po- 
tentialities warrant placement of long 
term funds in shares, now around 
61. Aside from recent announcement 
that the railroads would launch a sub- 
stantial buying program, there has 
been plenty of bull ammunition on the 
rail equipment group over the. past 
few weeks. It was recalled, for ex- 
ample, that American Car & Foun- 
dry did a heavy export business with 
the Allied powers during the last war. 
In addition to rolling stock, company 
later devoted more than 45 per cent 
of capacity to armament output. As 
for the present time, company is bet- 
ter equipped—if anything—to repéat 


its World War experience. (Also 
FW, Sept. 13.) 
American Chicle A+ 


Shares have semi-investment char- 
acteristics; approx. price, 116; (ann. 
div., $4 plus extras; yield on $5.50 
paid last year, 4.7%). Barring an 
unforeseen development between now 
and the end of the year, official ex- 
pectations are that earnings will ap- 
proximate $8 a share in 1939. In the 
previous year, per share net was 
$7.54. So far, according to the man- 
agement, company has not been ad- 
versely affected by the higher com- 
modity prices incident to hostilities 
overseas. Indications are that when 
directors meet in November, a sec- 
ond extra of $1 per share will be 
declared. (Also FW, Apr. 26.) 


American Woolen, pfd. Cc 


Present positions in shares may 
be continued by those who recognize 
the speculative risks involved ; recent 
price, 59. With the war in Europe 
having accelerated an already favor- 
able textile picture, company is now 
operating under the happy combina- 
tion of swiftly rising prices and de- 
mand. If current trends continue, 


1939 results are expected to make 
the best showing since 1936, when 
net approximated $2 million (or 
$5.16 per preferred share). Indicat- 
ed improvement has revived reports 
of recapitalization to take care of 
dividend arrears. Such action, how- 
ever, does not appear to be an early 
prospect. Company has had a spo- 
radic earning record. 


Continental Oil C+ 

Shares constitute a suitable me- 
dium for representation in the oil in- 
dustry; approx. price, 30 (indicated 
ann. rate, $1). It is understood that 
the adverse effects of recent oil well 
shutdowns have been pretty well off- 
set by improvement in refined prod- 
ucts prices. The chances are, there- 
fore, that net in the September quar- 
ter was about equal to that of the 
previous period, when 39 cents a 
share was earned. This would bring 
results for the first nine months to 
93 cents a share, compared with $1.23 
in the corresponding period of 1938. 
(Also FW, Sept. 13.) 


Detroit Edison A 


At present prices, around 117, 
shares may be included in well diver- 


Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their FINANCIAL 
Appraisal ratings up to date. 


Allied Chemical ......... A toA+ 
Chemical demand expanding 


Amer. Smelting.......... C+ to B 
Beneficiary of expanded metal 
buying 
Freeport Sulphur ....... C+ to B 
Upturn in manganese demand 


helful 
C toC+ 
Pays div. in line with improved 
earns. 
Snider Packing .......... C toC+ 
Higher canned goods prices in 
prospect 


Twentieth Century-Fox. .C+ toC 
Omits div. Foreign revenues 
uncertain 


sified lists (indicated ann. rate, $6; 
yield, 5.1%). Because of the high 
degree of electrification in the De- 
troit area, company’s fortunes rather 
closely follow the course of indus- 
trial activity—notably automobile 
output. Thus with favorable condi- 
tions ruling in that section of the 
country, earnings this year are ex- 
pected to equal between $8 and $8.50 
per share. In 1938, net was equiva- 
lent to $6.16 per share. Detroit Edi- 
son’s financial structure is conserva- 
tive and its earnings and dividend 
record has been better than average. 


Eastman Kodak A 


Operating record and prospects 
merit retention of shares in long term 
portfolios; approx. price, 159 (ann. 
div., $6; yield, 3.8%). Recent an- 
nouncement that operations will not 
be endangered by any shortage of 
materials as a result of the war af- 
fords an interesting commentary on 
the situation prevailing in 1914. At 
that time, outbreak of the conflict cut 
off many of Eastman’s vital materials, 
which had been imported from Ger- 
many, England and Belgium. Now, 
however, company’s own plants pro- 
duce virtually every item needed in 
manufacturing processes. (Also FW, 
Aug. 23.) 


Gimbel Bros. C 


Retention of shares is warranted 
as a speculation in the department 
store group; approx. price, 9. What 
with potential beneficiaries of the war 
in Europe receiving the lion’s share 
of market attention, department store 
stocks have been pretty much in the 
discard recently. Some sources, how- 
ever, are pointing out that between 
50 and 65 per cent of total earnings 
are normally realized in the final 
three or four months of the year. 
Thus, with purchasing power on the 
rise at the present time, the chances 
would seem to favor 1939 results 
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considerably improved over a year 
ago. (Also FW, Apr. 12.) 


Industrial Rayon e 


Now around 28, stock is suitable 
for long pull commitments by those 
who can afford to assume the specu- 
lative risks involved (declared '25 
cents so far this year). After an in- 
terval of almost two years, directors 
recently declared a dividend of 25 
cents a share. The action reflects 
record-breaking rayon activity this 
year and confidence of the manage- 
ment that results will show further 
gains over the remaining months of 


1939. (Also FW, Aug. 2.) 


International Harvester B 


Industrial position and _ cyclical 
prospects justify inclusion of shares 
in diversified lists; approx. price, 70 
(ann. div., $1.60). For the first time 
since the World War, farm equip- 
ment makers have set a restriction 
on forward buying. This has been 


done as a measure of protection . 


against possible sharp advances in 
raw material and labor costs in- 
cident to the conflict abroad. This 
indicates that after January 1, 1940 
—the “deadline” already set—selling 
prices will be governed entirely by 
cost trends at the time. International 
Harvester’s fiscal year ends this 
month and estimates are that net will 
be in the neighborhood of $2.50 per 
share. (Also FW, Sept. 13.) 


Link-Belt C+ 


Though not on the statistical bar- 
gain counter, at current levels of 
about 45, present positions in shares 
should be maintained (ann. div., $1). 
With sharp industrial improvement 
slated to result in plant expansion 
and rehabilitation work, Link-Belt 
should find demand rising strongly 
over coming months. Company is 
the world’s leading manufacturer of 
sprocket chains, and conveying, ele- 


Earnings Reports 


EARNED PER SHARE 12 Months ended Angus © 31 
ON 939 


COMMON STOCK 
Connecticut Light & Power........ $3.22 suis 13 
Minnesota Power & Light......... Dp 8.36- p 7.83 
Public Service New Jersey......... 2.86 2.28 
Sierra Pacific Power.............. 2.32 1.76 
Texas Power & Light............. p15.98 pl6.13 
Utah Power & Light.............. D 6.58 p 5.45 
D 0.04 D 0.11 
8 Months ended August 3! 
sumtin Hawaiian S.S........... 0.50 D 0.25 
Hudson & —, ae D 2.19 D 2.85 
Uv. 8. Smelting 2.96 2.41 
12 Months ended July 31 
Philadelphia Company ............ 0.77 0.59 
United Electric Coal...........0.. 0.32 0.44 
3 Months ended July 31 
12 Months ended June 30 
D 0.82 D 1.59 
& Stores...... 0.53 D 0.50 
Public Service Colorado........... p31.01 p30.24 
b 0.27. bD 1.12 
6 Months ended June 30 
Baker (J. T.) Chemical.......... 0.57 D 0.01 
Callahan Zinc-Lead .............+. D 0.05 D 0.03 
Crown Cork b 0.33 b 0.13 
D 0.24 D 0.36 
D 0.27 D 1.20 


b—On class B stock. p—On preferred stock. 


vating and power transmission ma- 
chinery. Because of nature of its 
products, Link-Belt serves a broader 
cross-section of industry than most 


machinery companies. (Also FW, 
July 5.) 
Mengel D+ 


Any existing small holdings of 
shares may be retained, strictly as a 
low-priced speculation ; current levels, 
around 51%. Reports are that, in the 
third quarter, operations were suf- 
ficiently profitable to make up most 
of the first half loss of 29 cents a 
share. Serving the automobile, build- 
ing and container fields, Mengel’s 
cyclical outlook is favorable. In ad- 
dition, tendency of wood products to 
firm up has enhanced possibilities 
over remainder of the year. The 
chances are that a profit will be 
shown in 1939, compared with a loss 
in the previous year. 


Rustless Iron & Steel Cc 


Stock, now around 15 (N. Y. 
Curb), is suitable for representation 
in the steel group. Although now 
selling at more than double the year’s 


low price, these shares have not ad- 
vanced as much, on a percentage 
basis, as a number of other steel 
equities during recent weeks. Rust- 
less Iron & Steel is chiefly a manu- 
facturer of stainless steel in semi- 
finished form. Significantly enough, 
net in each of the first two quarters 
this year established new, all-time 
high records. 


Safeway Stores ° B 


At prevailing levels, around 41, 
shares are suitable for retention in 
well diversified lists (indicated ann. 
div., $3). Sales of this unit are still 
forging ahead while costs remain 
under good control. This is result- 
ing in estimates that net for the full 
year will compare favorably with that 
of 1931, when it was equal to around 
$6 per share. Why the stock is not 
presently selling at a higher ratio to 
indicated earnings for the year might 
be explained by a number of reasons ; 
but here are two: First, sharply ris- 
ing price levels are not particularly 
favorable for food merchandisers; 
second, improvement in operations 
is a comparatively recent develop- 

(Also FW, Sept. 6.) 


C+ 


Cyclical prospects warrant reten- 
tion of existing speculative holdings 
of shares, recently quoted at 29 (paid 
and declared so far this year, $2). 
Recent declaration of a $1.50 divi- 
dend by this company reflects im- 
portant restoration of earning power 
thus far in the current year. In the 
first six months, Spicer reported net 
equal to $2.42 per share, compared 
with a deficit of 86 cents in the like 
1938 period. By virtue of its estab- 
lished position as a supplier of the 
auto industry—especially the truck 
and bus divisions—company is slated 
to derive further benefits from ex- 
panding consumer incomes and ris- 
ing industrial activity. (Also FW, 
Sept. 20.) 


Spicer Manufacturing 


Weekly Trends in Four Basic Industries 


- STEEL PRODUCTION RAILROAD CARLOADINGS ELECTRIC POWER OUTPUT a AUTOMOBILE PRODUCTION 
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What Strange 
Bedfellows 


As the scene unfolds itself the war 
in Europe reveals a most unusual set- 
ting in that it has become a Pandora’s 
box. Ideologies that belong to the op- 
posite poles apparently find them- 
selves, like a pack of wild animals, 
able to herd together without leaping 
at each other’s throats. The stolid 
German who has hated all that Bol- 
shevism has stood for suddenly finds 
himself fraternizing with his former 
enemy. The Jap to whom _ the 
Russian has been anathema now finds 
a communion of interest with his arch 
foe. The Italian, in whom the Ger- 
man can have no confidence, nor on 
the other hand has he himself any 
faith in the Teuton, now acts as if 
they were brothers in arms. 

The whole picture looks as if the 
Devil himself had brewed a mixture 
sO poisonous in its effect that in itself 
it is destructive to the totalitarian 
dictatorships. For the time being it 
may act as a drug, but when it wears 
off the awakening will compose its 
own ruin for underneath there re- 
mains the erosion that always springs 
from racial idealistic differences. 
Bloods cannot be mixed nor can def- 
inite ideologies be blended. Out of 
this fraternal fellowship of strange 
bedfellows there will arise without 
any outside urging a clash of self-in- 
terests which will rush them at each 
other’s throats, for none of the dicta- 
tors has at heart a common interest, 
nor values any of the ideals that man- 
kind finds worthwhile for which to 
sacrifice itself. Man wants liberty and 
equal opportunity ; man is the embodi- 
ment of the spirit of self preservation. 

Those ideals are as deep seated in 
the German, Italian, Russian, Jap- 
anese as in any other people. They all 
are the same under the skin. All of 
which their dictators will find out 
when once their people discover that 
the power is within themselves and 


does not rest with the usurpers who 
regard them as manikins who can be 
cowed by the exercise of force. 


Contrast 1937 
With 1939 


If we would take rational stock of 
our current situation it would be well 
to contrast the conditions existing 
now with those that prevailed in 
1937. That year was not an unusual 
one. There was no war—in its place 
there was a revival based on the 
hopes of a prolonged business peace 
in which business would be permitted 
to readjust itself to the potential op- 
portunities inherent in the industrial 
vitality of the nation. Though it 
failed to materialize because of un- 
economic interference from New Deal 
tampering with our business machin- 
ery, that leaven of improvement was 
still there to exert itself under the 
proper impulses. It could not be de- 
nied. 

The normal picture, however, has 
now become distorted by the glamor 
of war. We do not need it here. We 
would be extremely selfish if we en- 
tertained the thought that we must 
beget our own prosperity from the 
sufferings and human sacrifices into 
which civilization abroad has been 
plunged. We need not salve our con- 
science with any hypocritical thought 
that the war in Europe is benefiting 
us, for if we retain any remembrances 
of the last war and its after-effects we 
would not want again to experience 
the drastic readjustments that fol- 
lowed it. Hence if we examine the 
contrast existing between 1939 and 
1937 we can only bring ourselves to 
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the logical conclusion that the peace- 
ful evolution through which we had 
been passing not only warrants the 
current increase in our general price 
level but justifies an even higher one 
whether war is to be prolonged or is 
shortly to terminate. 

We need only rid ourselves of the 
hysteria into which we are thrown by 
the screaming newspaper headlines to 
get down to real sound realization of 
what is happening in our industrial 
development. 


What Kind 
ot Profits? 


Long before there is even an op- 
portunity for business to adjust itself 
to a normal recovery, we hear the 
strident cry that there should not be 
any profiteering. That this clamor is 
ridiculous is readily discernible from 
a study of the figures. 

In 1937, a year when’ no early 
European war was envisioned, Moo- 
dy’s commodity index, one of our 
most reliable price barometers, was 
considerably higher than it is now; 
and the Dow Jones industrial stock 
average, which so many students of 
value follow, attained a level forty 
points higher than it is now. Even 
had there been no outbreak of hostili- 
ties in Europe, our domestic recovery 
would have justified a reappraisal of 
our internal condition. 

If we were to spread before us a 
work sheet showing our normal re- 
covery potentialities in relation to the 
subnormal values which nine years of 
depression have brought, probably we 
could better appreciate how much a 
rising level of values was warranted 
without even the assistance of any 
war fillip. In face of the facts all this 
clamor about war profits at this time 
appears not only nonsensical but 
illogical. Before we talk of war profits 
let us first enjoy the opportunity of 
earning fair profits. 
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Rail Gains Aid 


Rush of orders for railroad equipment 
and prospect of further large commit- 
ments assure good earnings gains in 1940. 


CCORDING to a comment on 
recent traffic volume made by 
the car service division of the Asso- 
ciation of American Railroads in con- 
nection with an appeal to shippers 
for cooperation in the utilization of 
freight cars, “the degree of accelera- 
tion which has occurred within the 
past month” is unprecedented. Reve- 
nue freight car loadings have gained 
from 688,591 in the week ended Au- 
gust 26 to a weekly total of more 
than 800,000. 


Extra-Seasonal Gains? 


A part of this encouraging advance 
may be attributed to the usual sea- 
sonal trend at this time of the year, 
since the annual peak of freight 
traffic almost invariably occurs with- 
in a four-week period centering on 
the first of October. But in view of 
the extra-seasonal gains, earlier es- 
timates of the maximum figure for 
1939 have already been exceeded, and 
it now appears possible that the 
autumn high will equal or surpass the 
1937 top of 847,245 cars, which was 
the best volume attained in the re- 
covery from the severe depression of 
the early nineteen-thirties, and the 
highest weekly total since the. fall 
months of 1930. 

There was some evidence of car 
shortages in certain districts during 
the periods of heavy traffic in 1937. 


Since the number of available cars 
has decreased during the past three 
years, it is not surprising that emer- 
gency orders (directing the return of 
box cars to home lines as soon as 
they are unloaded) have recently been 
issued to prevent serious car short- 
ages. In 1937, a relatively good year 
for the rail equipment manufacturers, 
75,000 freight cars were built for 
domestic service, by far the largest 
total since 1930. However, even in 
that year of high replacement activity, 
the total freight car inventory of 
American railroads declined about 
14,000 cars, because the number of 
obsolete units retired from service ex- 
ceeded the aggregate new installa- 
tions. In 1938, the number of freight 
cars built for domestic service de- 
clined to 17,473. During the first 
half of 1939, only about 9,000 new 
freight cars were completed for do- 
mestic use. Up to a few weeks ago, 
it appeared that the steady decline 
in number of cars in service, which 
has reduced the total by more than 
500,000 units since 1930, would con- 
tinue. (The inventory at the end of 
1938 showed a total slightly above 1.7 
million units, compared with more 
than 1.8 million at the end of 1935 
and over 2 million in the years prior 
to 1934.) Furthermore, despite the 
fairly heavy retirements of recent 
years, the degree of obsolescence has 
been increasing. As of January 1, 
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—Finfoto 
1939, 25.2 per cent of the total freight 
cars owned by Class I roads were 
over 25 years old, and another 20 per 
cent were 21 to 25 years old. Cars 
dating back 25 years or more are 
considered obsolete and, in most 
cases, units 20 or more years old are 
decidedly uneconomical to operate. 


New Equipment 


Faced with a sharp rise in current 
traffic volume and the possibility of a 
wartime industrial boom which might 
carry the demands for rail transporta- 
tion to a level far above the average 
of recent years, the railroads have 
recognized the necessity for a major 
expansion of the effective capacity of 
their equipment. There is a wide 
divergence of opinion as to the ability 
of the railroads to cope with large in- 
creases in traffic without heavy pur- 
chases of new rolling stock and loco- 
motives. The Association of Ameri- 
can Railroads claims that a 50 per 
cent increase in traffic could be han- 
dled by repairing equipment currently 
on hand but not fit for service. It 
appears doubtful that all of the bad 
order equipment will be repaired (as 
some recent statements have indi- 
cated), since the condition of many 
of the older units is such that the ex- 
pense of rehabilitation would be dif- 
ficult to justify. However, a major 
repair program has been undertaken, 
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which will require the expenditure of 
possibly $50 million (some estimates 
range upwards of $75 million) over 
the next six months. 

This work will be done mainly in 
the railroads’ own shops, but will 
require expenditures for parts which 
will add substantially to the business 
volume of a number of important rail 
equipment manufacturers, including 
American Brake Shoe, American 
Steel Foundries, National Malleable 
& Steel Castings, New York Air 
Brake, Symington-Gould, Westing- 
house Air Brake and Youngstown 
Steel Door. Several programs of new 
car construction will also be carried 
out in railroad shops, but the large 
manufacturers (American Car & 
Foundry, General American Trans- 
portation, Pullman) have recently re- 
ceived the largest volume of new or- 
ders in many months. More than 
25,000 new freight cars have been 
placed on order within the past few 
weeks, and it appears that the Sep- 
tember total will exceed that for any 
full year since 1930 with the excep- 
tion of 1936 and 1937. 

This volume alone assures that the 
moderate improvement in rail equip- 


ment manufacturers’ earnings indi- 


Peoples Gas 


HEN the World War broke 

out in 1914, Peoples Gas Light 
& Coke Company was unable to cope 
with the sharp advance in operating 
costs that followed. Its revenues stood 
still for the first two years, but ex- 
penses rose steadily. After the United 
States entered the war in 1917, the 
company’s revenues gained rapidly 
—but unprofitably—and operating 
losses were incurred for both 1917 
and 1918. At no time since then has 
the company failed to operate profit- 
ably, and its present status contrasts 
strongly with the 1914 position, when 
the company was almost entirely a 
manufactured gas utility. 

Under Insull management, this 
Chicago utility in 1924 entered upon 
a policy of expansion that trans- 
formed it into one of the largest natu- 
ral gas enterprises in the country. In 
combination with Cities Service, 
Standard Oil (New Jersey) and 
other oil interests, companies were 
formed in 1930 for the production 
and transportation of natural gas from 
the Texas Panhandle into Chicago. 


cated for 1939 will be continued in 


1940. And unless all present indica-, 


tions are misleading, there will be a 
further expansion of equipment buy- 
ing in later months which will make 
1940 the best year for the rail equip- 
ment industry since 1930. At all 
events, the prospects for manufac- 
turers of freight cars and parts are 
promising, and manufacturers of track 
equipment such as Poor & Company 
should enjoy substantial gains. The 
outlook for the locomotive companies 
is less clearly defined. Obsolescence 
in the locomotive inventory is even 
greater than that shown by the aver- 
age age of freight cars, but there 1s 
no near term threat of shortages in 
the power division. However, as rail 
traffic and earnings increase, there 
will be less reluctance on the part of 
railroad companies to add moderately 
to their indebtedness for the purchase 
of modern power, which has repeated- 
ly given impressive proof of the large 
dividends in economies and efficient 
operation which can be obtained from 
the investment. Furthermore, the 
locomotive builders have divisions or 
subsidiaries engaged in other lines of 
manufacture which may be expected 
to benefit from increases in general 


Light Offers 


It is estimated that Peoples’ invest- 
ment amounted to some $35 million 
to $40 million. Since 1914 over $86 
million additional capital has been 
raised for expansion, including over 
$37.7 million in common stock sold 
at $100 per share. 

While the company’s earnings have 
failed to reveal any material benefit as 
yet from its natural gas investment, 
this is probably due primarily to the 
sub-normal rate of business activity 
that has prevailed in recent years, and 
to lower rates per unit of the mixed 
gas service that is now supplied. 


With capacity greatly ex- 
panded, company is in 
position to cash in on im- 
provement in general busi- 
ness activity. Relief through 
higher rates or lower costs 
for natural gas also possible. 


industrial activity as recovery unfolds, 

It appears likely that there will be 
increasing emphasis in coming months 
upon the desirability of extensive pur- 
chases of new power and rolling stock 
as one phase of the national defense 
plans. The Railway Age, in a study 
of the rail equipment situation (which 
shows a rather marked disagreement 
with the statements made by officials 
of the AAR), concludes “that if 
America wants any insurance what- 
ever in the way of preparedness for 
the possibility that we shall be drawn 
into the conflict, then 2,400 locomo- 
tives and over 300,000 freight cars 
will be needed, merely from a stand- 
point of capacity alone, efficiency and 
economy not considered.” It would 
be at least premature to jump to the 
conclusion that these or similar esti- 
mates afford a guide to the probable 
volume of rail equipment business 
over the next year or two, but they 
are indicative of a trend of thought 
which may gain the ascendancy next 
year. In conclusion, it appears prob- 
able that the current spurt in rail 
equipment business—and the increas- 
ing interest in rail equipment equities 
—will prove to be more than “a flash 
in the pan.” 


Income Plus 


(Current rates are based on a heat 
value, or therm basis, rather than 
volume of cubic feet.) 

With an available daily capacity of 
180 million cubic feet of natural gas, 
and an additional 45 million cubic 
feet of coke oven gas from three large 
steel companies, the company does not 
have to rely to any great extent upon 
its own manufactured gas capacity of 
139 million cubic feet daily. In fact, 
for several years the cost of manufac- 
tured gas produced has averaged less 
than 10 per cent of cost of total gas 
produced and purchased. The com- 
pany, therefore, seems to be able to 
satisfy the substantial increase in in- 
dustrial demand that may develop in 
response to the war stimulus—with- 
out experiencing the excessive rise in 
costs that might attend manufactured 
gas service. And although Peoples 
has purchased no coal for several 
years from its subsidiary, Hellier 
Coal Company, these Kentucky mines 
are, of course, available in case of 
need. 


(Please turn to page 29) 
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October 4, 1939 


The Market Outlook 


Stocks dependent upon general business recovery as a result 
of domestic factors occupy a better position than the so-called 


war brides. 


Prospects of rising interest rates and living 


costs make high grade bonds and preferreds unattractive. 


AR news continues to dominate the atten- 

tion of the general public, but in market 
circles attention has been shifting from the “war 
bride” type of stocks to the shares of companies 
which stand to reap significant benefits from a 
business recovery inspired largely by purely do- 
mestic influences. This is as it should be. A 
prolonged war abroad would result in consider- 
able business being placed in this country for the 
allied belligerents. But the character thereof— 
as well as, to some extent, the quantity—will be 
influenced by the manner in which the present 
neutrality legislation is changed. Furthermore, 
considerable time will elapse before it is known 
just what companies will receive this business, 
and the blind buying of certain stocks merely 
because of the war business received 25 years 
ago, or the hopes that war orders later on may 
raise operations to profitable levels, obviously con- 
stitutes little more than outright gambling. 


AR brides quite clearly occupy a position 

of vulnerability. “Peace scares” already 
have hit the market on several occasions; they 
can be counted upon to do so from time to time 
in the future, and it is that type of stocks which 
is most adversely affected. 


ESPITE the abrupt rise from the August 

24 low, which carried the familiar indus- 
trial average from 131 to 153, the latter level 
is not as high as that attained early this year, 
constituting—in light of present conditions—ade- 
quate support for the opinion that the general run 
of stocks is far from being optimistically priced. 
During the past six weeks the country’s indus- 
trial activity, with little aid.from war orders, has 


been rising at a record breaking rate, and cor- 
porate earnings are expanding apace. The pros- 
pects that this domestic business recovery still has 
a considerable distance to go (although at a 
more moderate pace) before any significant re- 
versal is encountered, afford good grounds for 
retention of holdings of well selected issues, and 
additional purchases upon the appearance of any 
material price concessions. — 


HE capital goods industries have been the 

ones that have been most depressed, and it 
is here that the greatest progress is now being 
made in the recovery movement. The shares 
of companies operating in this field continue to 
possess the greatest potentialities for further 
market appreciation, although conservatism dic- 
tates against concentrating all of one’s funds in 
issues of this type. To insure balance, investment 
portfolios should also include good representation 
in income issues which are returning yields of 
around 5 per cent or more from dividend rates 
which promise to continue, or be increased as 
earnings rise. 


IGH grade bonds and preferred stocks which 

are selling at substantial premiums continue 
to occupy a generally unattractive position, with 
holders running the risk of material price de- 
clines as interest rates advance. Furthermore, 
with indications pointing to generally rising costs 
of living during coming years, fixed incomes 
promise to lose a commensurate amount of their 
purchasing power, a matter of obvious importance 
to those who are wholly or largely dependent 
upon the returns from their investments.—W rit- 
ten September 28; Richard J. Anderson. 
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The Trend 


Things 


Raw Materials: 


No matter how highly mechanized war may 
become, manpower must inevitably be an impor- 
tant factor in the ultimate outcome. But the pos- 
session of adequate supplies of strategic raw ma- 
terials is equally important. Recognizing this, 
Germany has for some years been attempting to 
increase her production of various commodities 
in which she is deficient. Some success has at- 
tended these efforts, but the Reich is still poorly 
situated to wage a long war. Her supplies of iron 
have been quite inadequate even during peace- 
time, and the large amounts of iron ore formerly 
imported from France are now cut off. The 
Allies have a surplus of this material. England, 
France and Germany are alike deficient in copper, 
lead and zinc, but whereas fhe Allies can secure 
enough of these metals~from British dominions 
to satisfy their requirements, Germany’s chief 
sources of supply are now closed to her. All three 
countries. are forced to import petroleum, but 
Germany will no longer be able to do this on any- 
where near a sufficiently large scale, and must 
increasingly rely on inferior motor fuel produced 
by hydrogenation of coal. As to wheat, Germany 
has no serious problem, but the Allies are also 
well situated since the British dominions can sup- 
ply them. Wool and cotton can be obtained from 
the same sources by England and France, but 
Germany’s imports will be greatly curtailed and 
she will be forced to resort still more to “Ersatz” 
fibres. (Details on page 5.) 


Commodities: 

Up until the middle of August, a general down- 
ward trend had persisted in the commodity mar- 
kets, a condition which impelled most companies 
(whose operations would permit it) to follow 
hand-to-mouth buying policies. Inventories were 
kept to minimum levels, with the result that the 
appearance of the first indication of an upturn in 
prices found purchasing agents flooding the mar- 
kets. So far, it is unlikely that the buying wave 
has done much more than restore inventories to 
levels more in line with the gains in general busi- 
ness activity that now seem in sight. But already, 
the quickened demand has carried prices up sub- 
stantially, gains of 25 per cent or more being com- 
mon in numerous individual items in general use. 
Obviously, inventory write-downs are not likely 
to constitute an early worry. 
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Farm Income: 


Agricultural cash income is showing its usual 
seasonal expansion and for August—contrary to 
July—ran ahead of the same month last year. 
The total for the most recent month was $643 
million, against $628 million for August, 1938. 
This brought farm income so far this year to 
$4,602 million, within striking distance of the 
$4,610 million total for the first eight months of 
1938. Government subsidy payments have been 
exceeding last year’s figures, but the difference 
has not been great. The fact that the farmer has 
remained a good customer is reflected in mail 
order company sales figures, which recently have 
been showing wide gains. Now, with inflationary 
forces at work, farm income should expand by 
significant degree, favorably affecting agricultural 
equipments, mail orders and others whose prin- 
cipal markets are in rural areas. 


Ship Operators: 


The shares of the leading ship line operators— 
for years largely ignored in the speculative mar- 
kets—have been in great demand at rising prices 
since the outbreak of hostilities abroad. On the 
face of things, these companies appear in good 
position to reap large profits from the fact that 
leading competitive lines have been driven from 
the seas, or have had operations severely dis- 
rupted. But those who are optimistically inclined 
toward this group should bear in mind: the pos- 
sibilities that legislative changes can wreak havoc 
with the operations of some of the American com- 
panies also. A new “cash and carry” law, applied 
to a wide list of commodities as well as munitions, 
would bar U. S. ships from this type of business. 
Or if all European waters were to be designated 
as “danger areas,” and American shipping barred 
therefrom, these companies would find their own 
operations severely restricted. 

Market Opinion: All in all, shipping shares 
continue to be as speculative as ever, although 
now potentially subject to a different set of fac- 
tors. (Details on page 7.) 


Tires: 


Shipments of pneumatic casings in August es- 
tablished a new high record for that month since 
1929. This business was not obtained without 
some sacrifice in selling prices, however, with de- 
mand stimulated by several special sales. For the 
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eight months, shipments were nearly 44 per cent 
higher than for the equivalent 1938 period, and 
such a gain in volume went far in offsetting the 
effects on profits of the several short periods of 
special prices. Crude rubber now is selling for 
around 21 cents a pound, against the 16-cent level 
that had prevailed throughout much of this year. 
Crude rubber may well go higher because of in- 
creased shipping costs incident to the war. This 
means that no further price cutting is probable; 
in fact, higher retail prices for tires will doubtless 
be seen soon. 

Market Opinion: Indications are that selling 
price adjustments will be made to protect profit 
margins, and general business improvement 
should result in further tire sales gains. Shares of 
better situated tire companies should be retained. 


Coppers: 


Publication of monthly statistics on consump- 
tion and production has been discontinued by the 
Copper Institute. Obviously, the present situation 
makes it difficult for the Institute to compile fig- 
ures on world use and output—but no such diffi- 
culty exists in connection with domestic and 
South American operations. The result of this 
decision is to place the copper shares in a more 
speculative position than that heretofore occupied 
inasmuch as the public (if not company officials ) 
is deprived of information essential to an appraisal 
of the industry’s prospects. 

Market Opinion: While for the time being 
copper shares are not being dropped from the 
issues listed on Page IV, the advice is given that 
any comparatively large holdings of such shares 
be lightened in the interest of conservatism. 


Oil Wells: 


Most oil well supply companies have not made 
a very good earnings showing this year. One 
reason is that competition in this field has appre- 
ciably increased in recent years, but so far as 


1939 results are concerned another important fac- 
tor has been the lower rate of drilling activity. 
For the year to September 16, only 18,038 wells 
were completed, against 22,901 for the same pe- 
riod last year—a decline of over 20 per cent. 
There is nothing in the outlook to suggest any 
early improvement in this situation. 


Preferred Stocks: 


The prices of investment grade preferred stocks 
hit their cyclical top in the second week of last 
July. (THE FINANCIAL Worvp of July 19, 1939, 
carried the article “Danger in High Grade Pre- 
ferreds,” listing 53 such issues, some of which 
have subsequently declined more than 20 points. ) 
Not only have such issues been depressed by the 
prospects of higher money rates, but numerous 
holders have doubtless been switching into stocks 
which appear in a position to benefit from war- 
inspired orders. The.latter factor is but a tem- 
porary one, but the probability of further rises in 
interest rates promises to be with us for consider- 
able time to come. Individuals whose requirements 
call for preferreds will be on safer ground if hold- 
ings are confined largely to good medium grade 
issues, whose prices are not so susceptible to 
trends in the money markets. 


Summary of the Week’s News 


Positive Factors: 
Bank Credit—Commercial loans continue to expand. 


Steel Industry—Scheduled operations approaching 
1937 high point. 

Electric Output—Continues breaking records. 

Foreign Trade—South America begins to divert 
orders from Europe to the United States. 


Neutral Factor: 

Neutrality Act—Sentiment for ‘“cash-and-carry” 
gaining; vote on measure may be delayed. 
Negative Factors: 


Far East—Russo-Japanese rapprochement threatens 
U. S. trade interests in China. 

Europe—lIncreasing tension in Balkans as Russians 
and Germans move to dominate southeastern Europe. 
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Current Recommendations 


BONDS 


These bonds can be used to form an investment 
portfolio backlog. While all are not of the high- 
est grade, they are reasonably safe as to interest 
and principal : 


Current 
For Income: Sele 


Champion Paper deb. 4%s, 50. 102 4.65% 105 
Container Corp. deb. 5s, 43.... 100 5.00 101 


hate Great Northern gen. 5s, ’73.... 92 5.43 Not 
Pennsylvania R.R. deb. 4%s,’70 86 5.23 7102% 
f Utah Pwr. & Lt. Ist 5s, 44.... 98 5.10 105 


For Profit: 


Allis-Chalmers conv. deb. 4s,’52 110 3.64% 106% 
Interlake Iron conv. deb. 4s,’47 96 4.16 105% 
Lion Oil Ref. conv. deb. 4%s,’52 105 4.29 102% 
Phelps Dodge conv. deb. 3%s,’52 114 3.07 105 
Phillips Petroleum conv. deb. 3s, 


115 2.61 102% 
Youngstown Sheet & Tube , 
conv. deb. 4s, °48............ 115 3.48 101% 


PREFERRED STOCKS 


For Income: 


These are good grade issues, and suitable for 
investment purposes for income. 


Firestone Tire 6% cum......... 104 5.77% 105 
Interchemical Corp. 6% cum... 105 5.71 110 
Walgreen Drug 444% cum.(w.w.) 87 5.16 107% 
West Penn Elec., $7 cum.cl.‘A’ 100 7.00 115 


For Profit: 


Reasonably assured dividends and prospects of 
appreciation are combined in these issues : 
Recent Call 
Price Yield Price 
Chesapeake & Ohio $4non-cum. 94 4.25% 107% 
Crown Cork & Seal $2.25 cum. 

34 (6.61 48% 
Goodyear Tire $5 cum. conv... 104 4.80 110 
Radio Corp. $3.50 lstcum.conv. 57 6.14 100 
Youngstown Sheet & Tube 

90 6.11 105 


iz COMMON STOCKS FOR INCOME 


than those of the “Business Cycle” group. 


- Indi- Annual 
Recent dends cated — Earnings — 
STOCKS Price 1938 _ Yield 1937 1938 

Amer. Home Products. 48 $2.40 5.0% $3.88 $3.75 
Amer. Snuff ........... 63 313. 332 
111 600 5.4 14.71 14.69 
Bristol-Myers ......... 45 240 5.3 3.21 3.25 
Continental Insurance.. 37 180 48 2.73 2.87 
Corn Products ......... 64 3.00 4.7 2.52 3.18 


First National Stores... 43 250 58 x3.14 x3.38 


longed warfare. 


= Divi- Annual 
Recent dends — Earnings —— 
STOCKS Price 1938 1937 1938 
Allis-Chalmers ........ 45 $1.50 $4.42 $1.44 
American Brake Shoe.. 56 1.00 4.01 1.03 
a ; Amer. Cyanamid “B”... 34 0.45 2.09 0.91 
Anaconda Wire & Cable 45 gly 4.70 D0.23 
Bethlehem Steel ...... 92 ran 7.64 D0.70 
28 0.25 3.19 D0.08 
Carster 11 0.64 D2.90 
Climax Molybdenum... 47 2.20 2.85 3.12 
Consol. Coppermines... 9 0.25 0.32 0.20 
Crucible Steel.......... 51 oe 5.26 D8.78 
Curtiss-Wright “A”.... 28 1.00 1.71 3.11 
23 1.35 24.25 22.43 
Electric Auto-Lite ..... 38 1.00 3.43 1.53 
+Before depletion. t¢Fiscal years ended June 30, 1938 and 1939. 
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The primary attraction of these issues is their dividend regularity and the reasonable yields afforded. 
While not devoid of appreciation possibilities, price movements will probably tend to be more restricted 


Divi- Indi- Annual 

Recent dends cated — Earnings — 

STOCKS Price 1938 Yield 1937 1938 
General Foods ........ 42 $2.00 4.7% $1.75 $2.50 
36 240 6.6 2.95 281 
Liggett & Myers, B.... 96 5.00 5.2 6.35 6.09 
Louisville G. & E. “A”. 19 1.50 7.9 1.96 1.99 
National Distillers ..... 23 200 8.7 3.86 3.85 
Pacific Lighting ....... 46 3.00 65 4.10 4.18 
Sterling Products ...... 74 3.80 5.1 5.29 5.10 
United Shoe Machinery 76 4.25 56 y424 y3.95 


x—Fiscal years ended March 31, 1939 and 1938. y—Fiscal years ended February 28, 1939 and 1938. 


BUSINESS CYCLE STOCKS 


Occupying the best position for price appreciation in periods of rising markets, stocks of the business 
cycle type are logically more susceptible to price declines in periods of general market weakness. The 
issues listed in this group cannot be expected to resist the trend when virtually the entire market is 
declining but their potentialities for recovery are such as to warrant their retention in moderate amount 
in well diversified portfolios. Included herein are representatives of a number of companies which, 
although principally dependent upon domestic trends, should derive some earnings benefit from pro- 


Divi- Annual 
Recent dends — Earnings —— 
STOCKS Price 1938 1937 1938 
Kelsey Hayes “A”...... 11 $3.39 D$3.11 
Kennecott Copper .... 42 $1.75 74.60 72.10 
Lima Locomotive ...... 40 eet 4.83 D3.26 
Montgomery Ward.... 55 1.50 3.41 3.50 
Motor Wheel.......... 16 0.40 2.11 0.73 
National Gypsum ...... 10 ak 0.33 0.49 
Newport Industries .... 16 es 2.22 D0.09 
Paraffine Companies ... 40 2.00 42.44 $2.80 
Square D Company.... 29 0.75 3.09 1.17 
Superheater ........... 34 0.62% 2.31 0.51 
Texas Corporation .... 48 2.00 5.02 2.15 
Timken Roller Bearing. 53 1.00 4.49 0.59 
Weston Electrical Inst. 25 0.50 2.10 0.71 
D—Deficit. z—12 months ended October 31. 
IV 
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WIFT on the heels of spirited bidding for the rail 

equipment group, market interest turned to the rail- 
roads last week. On Tuesday, if we except the rather 
“abnormal” war session of September 5, the rail average 
scored its best gain in 15 months and moved into the 
highest price territory since 1937. At the same time, 
enthusiasm for the carriers spilled over into the bond 
market and stock volume, which had shown a disposi- 
tion to taper in previous sessions, turned upward again. 


N THE face of things, buying was not based on any 

new development. It appeared, rather, to be a 
sudden realization of what the extra-seasonal bulge in 
carloadings at this time of the year—normally one of 
steadily rising traffic—would do to revenues. From a 
technical standpoint, the advance was significant. It 
brought, first of all, the railroad group more nearly in 
line with recent gains of the industrial average; secondly, 
it confirmed the market’s general advance. 


ITH industry moving forward along a broad front, 

estimates are that the Federal Reserve Board’s 
adjusted index of industrial production is now around 
the 110 level. This would compare with 102 in August, 
and 91 in September a year ago. If nothing unforeseen 
arises to interfere with current trends, some quarters 
expect that the FRB index will duplicate its 1937 _ 
—118—within the next month or two. 


N this regard, a number of market economists are 
calling attention to the fact that when industrial pro- 
duction first reached its 1937 maximum in March, the 


—Finfoto 


and Otherwise 


familiar industrial average sold above 195. At the mid- 
point last week, it stood at 153. On the basis of this 
comparison, the implication is that the general level of 
stock prices is far from too high while business continues 
to forge ahead. 


CHAT with almost any floor trader or tape-reader 

will reveal that the share list seems to develop its 
best following on the upside. In the greater number of 
cases, volume dries up when selling sets in and equities 
manage to show good resistance to profit taking. This is 
generally held out as evidence of a strong technical posi- 
tion. 


ROM a theoretical point of view, this may be true. 

But judging from experience, it would appear too 
dangerous to be lulled into a sense of security on this 
account. Paradoxicality, after all, is an outstanding char- 
acteristic of the stock market. Besides, any serious think- 
ing on the matter makes it difficult to escape the conclu- 
sion that the present market structure is vulnerable to 
any strong “peace drive” that the German Chancellor 
may launch. 


F course, as things now stand, it is doubtful whether 

the Anglo-French bloc would—or could—accept 

such an offer. For one thing, possible political repercus- 

sions at home would exert a restraining influence. Thus, 

from a longer range standpoint, the general market pic- 

ture may deserve to remain bullish. But it is something 

for the over-enthusiastic, short-term trader to bear in 
mind.—Written, September 27. 


The Most Active Stocks—Week Ending September 26, 1939 


Shares -—Price—~ Net 
Stock: Traded Open Last Change 
New York Central......... 242,200 20% 22% + 2% 
United States Steei......... 210, 77% 79% +2. 
Republic Steed 145,300 27% 27% + &% 
General Motors ........... 127,800 533% 54% + 1% 

Yellow Truck & Coach..... 117,600 183% 1934 + 1 
Pennsylvania Railroad ..... 113,800 24% 265% + 2% 
Baldwin Locomotive ....... 106,900 185% 21 + 2% 
Curtiss-Wright 106,400 7% + 
Bethlehem Steel .......... 100,500 921% 935% + 1% 
92,500 173% 18% + % 
Amer. Water Works & El.. 87,000 ~ 135% 13% + 4% 
North American Aviation.. 76,600 20% 21% + ¥% 
Pressed Steel Car.......... 74,000 134% - 16 + 24% 
Columbia Gas & Electric... 72,800 Ah, 7%. + % 
Anaconda Copper ......... 71,300 34% 33% —¥% 


Shares -——Price—~ Net 

Stock : Traded Open Last Change 
Southern Pacific Company. 69,100 16% 18% + 2% 
Int’l Paper & Power....... 68,100 12% + 1% 
Continental Motors ........ 66,300 3 + % 
Budd (E. G.) Manufacturing 64,600 +1% 
Southern Railway ......... 64,400 18% + 2% 
Interlake Iron ............. 59,400 16% + % 
Commonwealth & Southern 58,400 1% + &% 
International Nickel ....... 58,400 391% — & 
Western Union ............ 58,300 35 + % 
Stone & Webster .......... 56,500 lly +1% 
American Radiator & S.S.. 56,200 10% + % 
General Electric ........... 55,300 41% + % 
Great Northern Railway... 55,300 2934 + 2% 
Int’l Mercantile Marine..... 55,200 12% 11 — 1% 
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American Zinc, Lead & Smelting Company 
Earnings and Price Range (ZA) 


Data revised to September 27, 1939 25 


incorporated: 1899, Maine. General office: 20 
943 Paul Brown Building, St. Louis, Mo. 15 


Annual meeting: Second Wednesday in April. 10 | je 
Number of stockholders (December 31, 1938) : 5 Teo 


PRICE RANGE 


—- 15; prior preferred, 349; common, 0 

0 

+Preferred st 5 prior cum. $2 
conv. ($25 par)............... 66,553 shs $3 

tPreferred stock $6 cum.. 1931 ‘32 ‘34 °35 "36 ‘37 1938 

Common stock ($1 par)........ 676,140 shs 


*Bank loans. 7Callable at $100; convertible into 4 common shares. fCallable at 


$100, not exchanged in 1937 recapitalization. 

Business: Controls large acreage of lead and zine produc- 
ing properties and reduction plants. Principal products are 
slab zinc, sulphuric acid, zinc oxide, cadmium and limestone. 

Management: Well regarded. 

Financial Position: Adequate. Net working capital Decem- 
ber, 1938, $2.1 million; cash, $337,704. Working capital ratio: 
2.5-to-1. Book value of common, $8.32 per share. 

Dividend Record: No common dividends since 1917; arrears 
on old $6 preferred, $103.50 per share as of August 1, 1939. 

Outlook: Since zinc production ~is insufficient to supply 
normal smelting needs, volume is a more important profit 
determinant than prices. Attempts to develop additional min- 
ing properties have not yet been of significant benefit. High 
operating costs are illustrated by the fact that earnings have 
been shown on the common in only one year since 1917. 

Comment: The company’s earnings record gives ample evi- 
dence of the marginal character of the shares. 


EARNINGS AND paws. mages 


Qu. ended: Mar. June 30 = Sept. 30 c. 31 Year's Total Price Range 
D$0.75 $0.58 D$0.63- D$2.64 6%— 1% 
ae D 0.70 0.16 D 0.17 D 0.32 D 1.03 10%— 2% 
| a D 0.14 D 0.13 D 0.68 D 0.77 D 1.72 9 — 3% 
.. Sas D 0.18 D 0.26 D 0.23 D 0.24 D 0.91 5%— 3 

_, ae D 0.21 D 0.13 D 0.16 Nil D 0.50 7™%— 3% 
... Pree 0.01 D 0.01 0.05 D 0.28 7D 0.23 20 — 3% 
- =e D 0.11 D 0.22 D 0.16 D 0.10 D 0.59 95%— 4% 
D 0.06 D 0.06 ses —4 


*On present capitalization. After surtax of 3 cents. {To September 27, 1939. 


The Brunswick-Balke-Collender Company 


Data revised to September 27, 1939 9sEamnings and Price Range (BCC) 


incorporated: 1907, Delaware, as successor to 20 
an Ohio corporation of same name formed in 15 a 
1884. Main office: 623-33 S. Wabash Ave., 10 

Chicago, Til. New York office: 11-19 West 5 . 


19th St. Annual meeting: First Monday in 0 

April. Number of stockholders (September ———— $2 
30, 1938): Preferred, 332; common, 2,064. 0 
Capitalization: Funded debt........... None $2 
*Preferred stock $5 cum. (no par) 30,173 shs $4 
Common stock (no par).......... 438,910 shs 1931 “33 “34 °35 “36 °37 1938 


*Callable at $102.50 per share. 


Business: The world’s largest manufacturer of billiard and 
pocket billiard tables, billiard supplies, bowling alleys and 
accessories. Also makes bar fixtures, soda fountain equipment, 
squash courts, toilet seats, commercial refrigerators. 

Management: Now showing progress. 

Financial Position: Good. Net working capital as of June 
30, 1939, $9.8 million; cash and marketable securities, $1.1 
million. Working capital ratio: 10-to-1. Book value of com- 
mon, $20.89 per share. 

Dividend Record: Regular payments on new preferred issued 
following recapitalization in 1935. Irregular disbursements on 
common, 1914-25; 1927-29; and 1937 to date. 

Outlook: Operations are dependent upon U. S. economic 
trends, those in South America being of secondary importance. 

Comment: Because sales and profits follow “cyclical” trends, 
the preferred (unlisted) and common stocks cannot be re- 
garded as of investment caliber. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Qu. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 
D$0.86 D$0.79 D$0.77 D$0.61 D$3.0 one 4%— 1% 
D058 D065 D0.27 D 0.86 2.3 None 12%— 2 
eas D012) D 0.28 0.01 D 1.0 D 1.34 None 10%— 4 
D 0.36 D 0.27 0.3 D 0.08 D 0.33 None 11%— 3% 
D0.24 PD 0.24 1.39 0.45 1.36 None 22%— 8% 
0.1 0.13 1.36 D 0.24 1.41 $1.00 244%— 6 
Pineeses 0.14 D 0.04 1.27 0.54 1.91 1.00 4%— 5% 


*To September 27, 1939. 


Calumet & Hecla Consolidated Copper Co. 


f. Earnings and Price Range (HC) 


Data revised to September 27, 1939 20 
Incorporated: 1923, Michigan. Office: Calu- 10 
met, Mich. Executive office, 12 Ashburton 5 
Place, Boston, Mass. Annual meeting: 0 
Second Thursday in April. Number of stock- EARNED PER SHARE $2 
holders (April 1, 1938): 27,500. 0 
Capitalization: Funded debt........... Non $2 
Capital stock ($5 par)......... 2,005,502 4 hE $4 
1931 ‘32 ‘33 ‘34 ‘35 ‘36 ‘37 1938 


PRICE RANGE 


Business: Leading copper producer in the Lake Superior 
district. In an effort to broaden activities, company has been 
conducting development operations in several gold properties 
in which interests have been acquired. 

Management: Long experienced with the mining industry. 

Financial Position: Comfortable. Net working capital De- 
cember 31, 1938, $10.7 million; cash and securities, $3.1 million. 
Working capital ratio: 12.5-to-1. Book value, $17.39 per share. 

Dividend Record: Uninterrupted payments from formation 
of company to 1930; resumed in 1936; irregularly since. 

Outlook: Better grade ore is virtually exhausted; the cost 
of extracting remaining reserves is high and former operating 
flexibility has been lost. Gold interests have yet to produce 
significant profits. 

Comment: Company’s marginal competitive position and 
uncertain prospects indicate that the stock involves a high 
risk factor. 


*EARNINGS, DIVIDEND RECORD AND PRICE Renee OF CAPITAL STOCK: 


ear 

Qu. ended: 31 June 30 Sept. Dee. 31 Total 
1932. . D$0.16 D$0. D$0.67 +D$1.77 None 1% 

D0.80 D O44 D 0.30 D 2.07 None 9%— 2 
D 0.24 D009 DO.10 fD 1.08 None 6%— 2% 
D 0.06 D 0.28 0.08 D 0.31 None 6%— 2% 

0.04 0.12 0.19 0.42 $0.75 ps — 6 

0.35 0.17 0.02 0.93 1.10 —4 
D 0.03 =D 0.02 0.041 0.001 0.25 5% 
0.3 re ry $0.25 4% 


*After depletion. 
in 1934. 


t+After deducting investment write- of 59¢ in 1982 and 
tTo September 27, 1939. §Payable October 16. 


The Chesapeake & Ohio Railway Company 


Data revised to September 27, 1939 Earnings and Price Range (CO) 
Incorporated: 1878, Virginia and West Vir- ny 


ginia. Office: Richmond, Va. Annual meet- 60 PRICE RANGE 
ing: Tuesday preceding last Tuesday in 

April. Number of stockholders (June 8, 40 

1939): Preferred A, 12,108; common, 47,874. 20 


Capitalization: Funded debt..... $227,285,000 EARNED PER SHARE $6 
Preferred stock 4% Series A 31 Y $4 
Common stock ($25 par)....... 7,657,678 shs A AY 
“Also has $3,000 Ist Preferred and $200 1931 32 35 1908 
2nd Preferred. 
Business: One of the main eastern trunk lines. Its more 


than 3,100 miles of road extend eastward, from a center in 
the West Virginia coal fields, to Washington, D. C., and to 
tidewater at Newport News and Norfolk, Virginia, westward 
to Louisville, northward to Toledo and northwestward to 
Chicago via Cincinnati. Through connections afforded by 
other roads in the system, reaches the principal industrial 
sections of the Middle West and important Great Lakes ports. 

Management: Efficient and progressive. 

Financial Position: Strong. Net working capital December 
31, 1938, $18.3 million; cash, $25.9 million, other deposits, $6.7 
million. Working capital ratio: 1.8-to-1. Book value of com- 
mon stock, $50.21 per share. 

Dividend Record: Excellent. Preferred dividends have al- 
ways been regularly paid. Liberal payments on common each 
year since 1899, except for 1915 and 1921. 

Outlook: With chief dependence upon bituminous coal traffic 
(75% of freight revenues), earnings follow industrial trends. 

Comment: Preferred is of investment rank. Common repre- 
sents one of the relatively high-grade railroad equities. 


Years ended Dee. 31: 932 1933 1934 35 1936 1937 1938 1939 
Earned per share $3.07 $3.69 $3.67 $105 $5.72 $4.43 $2.62 +$1.13 
Dividend paid ...... 2.50 2.57% 2.80 2.80 3.80 *3.80 2.00 $2.00 

4 53 77 68% 38% §47%4 
9% 24% 39% 37% 51 31 22 


*Plus stock. 


in 1938 +7 months to July 31, 1939, compared with 94 cents for same period 
n 


tIncludes 50 cents payable October 2, 1939. §To September 27, 1939. 


(For additional Factographs, please turn to page 30) 
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October 4, 1939 


The FINANCIAL WORLD 


Technical Position 
of the Market 


ERUSAL of records covering 

stock price movements during the 
last war discloses that the market was 
more than normally subject to sharp 
moves, both up and down, which 
lasted only a few days and were im- 
mediately cancelled by equally abrupt 
swings in the opposite direction. If 
such action can be considered the 
normal pattern during wartime, the 
market has run true to form during 
the past two weeks. First came a 
technical reaction which set in im- 
mediately upon establishment of the 
September 12 highs of 155.92 in the 
industrials and 32.85 in the rails. 
This move lasted only five trading 
days, but carried the averages down 
to 147.78 and 30.81, retracing 33.2 
per cent in the industrials, 28.6 per 
cent in the rails, of the three-week 
rally which had ‘preceded it. 

A substantial part of this dip was 
erased by the upsurge of September 
19, but the action of the two averages 
since that time has shown decided di- 
vergence. The closing prices of the 
industrials during the last seven days 
have held within a range of less than 
two points; this average has yet to 
exceed its high of earlier in the 
month, to say nothing of its bull mar- 
ket top of last November. But the 
rails, which were unable to reach their 
January or March highs in the first 


war market rally, have now pene- 
trated both those points by a wide 
margin. Should the industrials go 
through the 155.92 level, the primary 
and secondary uptrends would be re- 
confirmed ; if the previous bull mar- 
ket high of 158.41 were bettered by 
any appreciable margin, the signal 
would acquire additional force. 

But until the industrials break up- 
ward from their recent trading range, 
some doubt will exist regarding fur- 
ther extension of the rally. The 
underlying structure of the market 
has been weakened by the violent rise 
witnessed since the end of August 
and the September 12-18 correction 
did not appear particularly impressive 
in either scope or duration in rela- 
tion to the preceding advance. But 
in a market dominated by the chang- 
ing fortunes of war in Europe and by 
uncertainty regarding neutrality legis- 
lation in this country, normal stand- 
ards lose some of their authority. A 


. secondary reaction seems unlikely 


over the near term, but it could oc- 
cur; such a move would be signaled 
by simultaneous declines in both 
averages below the 147.78 and 30.81 
levels. A dip of this character might 
be expected to carry to about 140 in 
the industrials and 28 in the rails— 
Written September 27; Allan F. 
Hussey. 
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Make Your 0 


THE PRICE RANGER 


Use these specially designed 
chart blanks. They are particu- 
larly adaptable for the simpli- 
fied plotting of daily stock 
market prices and volume. 


Each sheet 8'% by 11 inches, 
sufficient for a six months’ 
arithmetical record. 


Price: $1.00 for 25 sheets 


Send money order or check to 


EDWARD WILLMS 


136 Liberty St., New York City 


BArclay 7-7265 
Charts, graphs, maps and floor plans 
of every description prepared to order 


To Owners— 
Executives of 
Industrial Corporations 


A financial client of this firm is in 
Position to negotiate additional substan- 
tial capital requirements for such busi- 
nesses that can show a record of able 
management, increasing markets and 
earnings, and enjoy a high rating in 
their respective fields. Communications 
will be held in strictest confidence by 
our client. Address Box 32, c/o Albert 
Frank - Guenther Law, Inc., Advertising, 
131 Cedar Street, New York, N. Y. 


Dividend 


“Call for 
MORRIS” 


New York, N. Y. 
September 21, 1939 


Philip Morris & Co., Ltd., Inc. 


There has this day been declared a 
regular quarterly dividend of $1.25 per 
share on the 5% Convertible Cumula- 
tive Preferred Stock. Series A, payable 
December 1, 1939 to holders of Pre- 
ferred Stock of record at the close of 
business on November 15, 1939. 

There has also been declared a regu- 
lar quarterly dividend of 75¢ per share 
on the Common Stock, payable October 
16. 1939 to Common Stockholders of 
Record at the close of business on Octo- 
ber 2, 1939. 
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The FINANCIAL WORLD 


Vol. 72. No. 14 


Bond Market Digest 


RISK rallies in the bonds of 

Scandinavian countries, other 
neutrals, and several British Empire 
obligations, which had previously 
been under severe pressure, provided 
the most striking price gains of last 
week’s market. But these advances 
were almost equaled by the medium 
grade and speculative divisions of the 
rail list, which enjoyed exceptional ac- 
tivity and strength under the influence 
of additional traffic gains and other 
favorable reports. U. S. Govern- 
ments rallied after making a poor 
showing early in the week. 


4 


Alleghany 5s 


Improvement in the status of the 
three issues of Alleghany Corporation 
collateral trust 5s, evidenced by re- 
cent market strength, reflects several 
favorable influences. The most im- 
portant is the advance in Chesapeake 
& Ohio common stock, which is the 
keystone of the Alleghany Corpora- 
tion structure. Enhanced earnings 
prospects for this carrier not only 
offer promise of a higher dividend re- 
turn but also add to the value of the 
collateral for the holding company 
bonds. Collateral ratios are important, 


‘than 150 per cent. 


TREND OF THE BOND AVERAGES 


1932 34°35 "36°37 1938 WN. bly hug Sep. et Nov Dec, 
ine 1939 


since a rise above 150 per cent for the 
most strongly situated issue—the 5s 
of 1944—permits transfers for the 
benefit of the 5s of 1949 and 1950. 
Thanks to the rise in C. & O., an 
appraisal on September 15 showed 
that the collateral for the 1944 ma- 
turity amounted to considerably more 
Consequently, 
upon application by the Alleghany 
management, the trustee for the 5s of 
1944 released $1.5 million ‘‘free cash,” 
of which $576,000 was deposited with 
the coupon paying agent for the 5s 
of 1950. The rest was turned over 
to the trustees for the 5s of 1949 and 
5s of 1950. Thus the uncertainties 


Bond Redemptions 


Redemption 
Date 


Oct. 19,’39 
Entire Nov. 1,’39 
$62,500 Oct. 1,’39 


Atlas Storage & Cold Stor- 
age Co. (Wis.) Ist 6s, 1940 
Brush-Muore Newspapers, Inc. 
California Cooperative Cream- 
(now Arden Pro- 


ery 

tected Milk Co.) Ist 6s, 

6,000 Oct. 1,’39 
California 

ery Co. (now 

tected Milk Go.) de deb. 

18,000 Oct. 1,’39 
Canada Cement Co., Ltd., 1st 

serial A 3s, 1940.......... Entire Nov. 1,’39 
Chicago Junction Terminal 

Building Co. lst A, 1940.. Entire Dec. 1,’39 
Colorado Power Co. Ist 5s, 

1953, American Series..... 45,400 Nov. 1,'39 


Escanaba Power & Traction 
Co. (now Upper Michigan 


1942: C 6s, 
Federated Inc. 
sec. 6s, 194 
First-Trust Fein Stock Land 
Bank of Chicago coup. & 
regist. 4%s, 1953......... 
General Plastics, Inc. Ist 
Grauman’s Greater Hollywood, 


Theatre, Inc. ist Ishid. 

serial 6%s ............... Entire Oct. 1,’39 
Helsingfors (City of, Finland) 

78,000 Oct. 1,’39 
Le Tourneau coll. 

tr. conv. ees Entire Nov. 7,’39 
Middlesex Water Co. Ist & 


Issue Amount 
Mortgage Guarantee Associates 
(Los Angeles) re-extd. Ist 
coll. tr. A 5%s, 1941...... 
Nashville Light 


National Department Stores 
Realty Corp. Ist fee & 

Noel & Co., Inc. (Nashville, 
Tenn.) Ist extd. 68, 1945.. 

Northern Indiana Gas & Elec- 
tric Co. 1st lien & ref. 6s, 
1952 (ser. May, 1922)..... 

Pennsylvania Joint Stock Land 
Bank of Philadelphia coup. 

Pinellas Water Co. 

Republic Steel 
money Ist conv. 5%s, 1954 

Riordon — & Paper Co. 


Entire Nov. 1,'39 
Entire Jan. 1,°40 


Entire Oct. 1,’39 
$10,500 Oct. 1,’39 


28,000 Nov. 1,’39 


Entire Oct. 
21,000 Nov. 4,’39 
371,000 Nov. 1,'39 


86,300 Dec. 31,’39 
St. Mary’s Cement Co., Ltd. 

Ist A Entire Nov. 1,’39 
Southeastern Indiana Power 

A Gs, Entire Nov. 1,’39 
Spang, Chalfant & Co 

187,000 Nov. 14,’39 


1,750,000 Nov. 1,’39 
Union Joint Stock Land Bank . 
of Detroit coup. & regist. 
5s, 1953, 1954, 1955 & 1958 
October and Apr. maturities 
November & May maturities 
June maturity ............ 
University of Michigan Dor- 
es rev. ser. II serial 
3%s, due October 15, 1940 


Entire Oct. 1,’39 
Entire Nov. 
Entire Dec. 


303 


Entire Oct. 15,39 
Westinghouse Building = 

York) ist 6s (now 4s), 


.ing 150 per cent. 


with respect to the payment of in- 
terest due October 1, 1939, and April 
1, 1940, on the 5s of 1950 have been 
removed, and the relative positions of 
these bonds and the 5s of 1949 have 
been improved. 

The process of strengthening the 
two weaker issues has been acceler- 
ated by an arrangement which has 
been reached with the trustee for the 
5s of 1944. Under this plan, the 
company uses free cash for the pur- 
chase of the 1944 bonds in the open 
market at a discount. The bonds pur- 
chased in this manner are then pre- 
sented to the trustee for cancellation. 
This permits an amount of collateral 
to be withdrawn substantially greater 
than the cash employed in the open 
market purchases. Under the agree- 
ment made by the trustees for the 
three bond issues, the corporation is 
allowed to draw down collateral from 
the 5s of 1944 in the ratio that the 
collateral behind the outstanding 
bonds bears to their face value at the 
time of presentation. The collateral 
released has been partly in the form 
of cash, and partly in Chesapeake 
Corporation stock. The process has 
been repeated several times recently. 
Last week it appeared that the col- 
lateral ratio for the 5s of 1949 had 
been brought up to a point exceed- 
Under those cir- 
cumstances, withdrawals of surplus 
collateral could be made from both 
1944 and 1949 maturities for the 
benefit of the weakest issue, the 5s of 


-1950. Granting that the C. & O.’s 


earnings will show a sustained up- 
ward trend, the opportunities for fur- 
ther speculative gains in the 5s of 
1950 are evident but the risks are 
large because of the heavy leverage 
factor. The market for these bonds, 
recently quoted around 48, will be in- 
fluenced mainly by the fluctuations 
in Chesapeake & Ohio stock. 


New Financing 


The market is still hoping to find a 
basis for the resumption of new 
financing activity but it appears that 
there is little prospect of an early re- 
turn to normal. A few small munici- 
pal issues have been placed but other 
offerings in this field, including two 
substantial blocks of revenue bonds 
which were up for award last week, 
have failed to attract any bids. The 
offer of New York Power & Light 
to exchange new first mortgage 33s 
for the old 4%s on a par-for-par basis 
was left high and dry by the market 
slump in high grades. Consequently, 
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the insurance company group which 
had contracted to buy $41 million new 
first 344s at 106% (contingent upon 
completion of arrangements to effect 
call of all of the 4%s) was released, 
and a new contract was made for the 
private placement of $66.5 million 
first 334s which, if approved by the 
Public Service Commission, will en- 
able the company to proceed with the 
retirement of the 4%4s, but at a con- 
siderably higher cost. 

Although not entirely unexpected, 
the decision of the New York Tele- 
phone Company to abandon its plans 
for a public offering of bonds to re- 
fund the general mortgage 44s ma- 
turing on November 1 came as a great 
disappointment. It had been hoped 
that this offering, representing the 
highest type of corporation credit, 
would “break the ice” and establish 
a standard for the formulation of 
terms of other offerings under the 
changed conditions which now pre- 
vail. However, it was decided that 
the market had not settled down suf- 
ficiently to warrant the risk of fur- 
ther changes during the 20-day wait- 
ing period, and arrangements were 
made for sale of $75 million refund- 
ing bonds, bearing a 33 per cent 
coupon, and maturing in 25 years, to 
a group of insurance companies at a 


price of 99%. 


Atlantic Coast Line Bonds 


Obligations of the Atlantic Coast 
Line have not participated to any 
great extent in the recent sharp rise 
in secondary rail bonds, since inter- 
est has centered largely in issues of 
industrial roads which are regarded 
as more direct beneficiaries of the 
activity arising from both domestic 
and foreign factors. However, the 
earnings outlook for this road is im- 
proving, and the general unified 4%s, 
1964, recently quoted around 66, may 
be considered attractive for semi- 
speculative purchases. Although not 
generally regarded as an industrial 
road Coast Line will benefit from any 
sustained upward trend of business 
activity, both directly and through its 
large, holdings of Louisville & Nash- 
ville, a carrier which is highly sensi- 
tive to changes in the industrial 
tempo. Furthermore, individual earn- 
ings influences appear favorable. 
Citrus fruit crop prospects are good, 
and the road will benefit from a large 
diversion of winter vacation travel 
from foreign lands to the Florida 
resorts. 


Convertible Preferreds and 
Their Conversion Features 


(Part 2) 


HIS is the second part of a statistical compilation which covers all 

convertible preferred issues which are listed on the New York 
Stock Exchange (except those of companies in receivership). Obviously 
not intended as recommendations, these tabulations are presented for 
their factual value to the investor. The remainder of the list will ap- 
pear in the near future. 


(Prices: Pfd. and Com.) CONVERSION FEATURE 


Gillette Safety Razor $5 (no par) cumulative, convertible into common, share 
(Pfd., 46; Com., 6) for share. 

Glidden Company 412% (par $50) cumulative convertible into 8/10 of a share of 

(Pfd., 40; Com., 18) pyran through March 1, 1941; thereafter into 7/10 
of a share. 


Goodyear Tire & Rubber $5 (no par) cumulative; convertible into 2% shares of 
(Pfd., 104; Com., 28) common through Oct. 1, 1940; thereafter into 2 shares 
through Oct. 1, 1942; 
through Oct. 1, 1944; 
through Oct. 1, 1946. 
Grand Union $3 (no par) cumulative; convertible into 1% shares of com- 
16; i) mon. 
Greyhound Corporation 5%% (par $10) cumulative; convertible into share 
(Pfd., 12; Com., 17) of common. ba 
Hershey Chocolate $4 (no par) cumulative; participating: convertible into 
(Pfd., 105; Com., 62) common, share for share. 


Hudson & Manhattan 5% (par $100) non-cumulative; convertible into 10/11 of 
(Pfd., 5; Com., 2) a share of common. 

International Paper & Power 5% (par $100) cumulative; convertible into 2% 
(Pfd., 50; Com., 14) shares of common. 

Kaufmann Department Stores 5% cum.; convertible into 4.4 shares of common 
(Pfd., 95; Com., 15) on or before Dec. 15, 1939: into 4 shares through De- 

cember 15, 1940; into 3.6 shares through December 15, 

1941 and decreasing amounts thereafter. 

$1.50 Class “A” (par $1) cumulative; participating; 

convertible into Class ‘“B” stock share for share. 


thereafter 
thereafter 


shares 
shares 


into 1% 
into 1% 


Kelsey-Hayes Wheel 
(ca. 
ch. “B", $) 

Lehigh Portland Cement 4% (par $100) cumulative; convertible into 4 shares 
(Pfd., 115; Com., 22) of common. : 


Lehigh Valley Coal 6% (par $50) cumulative; convertible into common share 
(Pfd., 7; Com., 3) for share. 

McCrory Stores 6% (par $100) cumulative; convertible into 2 shares of com- 
(Pfd., 102; Com., 14) mon. 


McLellan Stores 6% (par $100) cumulative; convertible into 4 shares of com- 
(Pfd., 94; Com., 9) mon. 


Mengel Company 5% ist (par $50) cumulative; convertible into 3 shares of 
(Pfd., 23; Com.. 6) common. 


Minneapolis-Honeywell Regulator 4% Ser. “B” (par $100) cumulative; con- 
(Pfd., 104; Com., 57) vertible into 5/6 of a share of common through Dec. 
1, 1941; thereafter into % of a share. 


National Gypsum $4.50 cum. no par; convertible into 5.9 shares of common 
(Pfd., 87; Com., 11) through November 30, 1939; into 5 shares through 
November 30, 1941; at a decreasing scale thereafter. 
National Supply 5%% prior (par $100) cumulative; convertible into 2% shares 
(Pfd., 46; Com., 13) of common through Oct. 1, 1943; thereafter into 2 
shares through Sept. 30, 1947. 


National Supply $2 (par $410) cumulative; convertible into common share for 
(Pfd., 17; Com., 13) share Stock not converted by Oct. 1, 1947, will auto- 
matically become common stock. 
Neisner Bros. 4%% (par $100) cumulative; convertible into 19/11 shares of 
(Pfd., 86; Com., 26) common through May 1, 1941; thereafter into 17/13 
shares through May 1, 1943. 
Otis Steel $5.50 1st (no par) cumulative; convertible into 3 shares of common 
(Pfd., 54; Com., 15) through Dec. 15, 1940; into 2% shares to Dec. 15, 1946. 


Paraffine Companies 4% (par $100) cumulative; convertible into common 
(Pfd., 95; Com., 40) Foren 4 share (through tenth day prior to re- 
emption). 


Paramount Pictures $6 ist (par $100) cumulative; convertible into 7 shares 
(Pfd., 76; Com., 7) of common. 
Paramount Pictures 6% 2nd (par $10) cumulative; convertible only in lots of 
(Pfd., 8; Com., 7) 10 shares of multiples thereof into common on the 
basis of 9 shares of common for each 10 shares of 
2nd preferred. 
Pennsylvania-Dixie Cement 7% Ser. “A” (no par) cumulative; convertible into 
(Pfd., 28; Com., 4) 1% shares of common. ; 
Pennsylvania Glass Sand $7 (no par) cumulative; convertible into 5 shares 
(Pfd., 121; Com., 15) of common. 
Philip Morris 5% cum. ($100 par); 
(Pfd., 130: Com., 84) mon. 
Pittsburgh Coke & Iron $5 (no par) cumulative; convertible into 6% shares 
(Pfd., 86; Com., 18) of common through March 1, 1940;. thereafter into 
5.55 shares through March 1, 1943; thereafter into 
4.76 shares through March 1, 1947. 
Pittsburgh Steel 54% prior (par $100) cumulative;.convertible into 2.22 shares 
- (Pfd., 40; Com., 16) of common through April 30, 1946; thereafter into 2 
shares through April 30, 1950. 


convertible into 1% shares of com- 
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Bond Digest 


RISK rallies in the bonds of 

Scandinavian countries, other 
neutrals, and several British Empire 
obligations, which had previously 
been under severe pressure, provided 
the most striking price gains of last 
week’s market. But these advances 
were almost equaled by the medium 
grade and speculative divisions of the 
rail list, which enjoyed exceptional ac- 
tivity and strength under the influence 
of additional traffic gains and other 
favorable reports. U. S. Govern- 
ments rallied after making a poor 
showing early in the week. 


Alleghany 5s 


Improvement in the status of the 
three issues of Alleghany Corporation 
collateral trust 5s, evidenced by re- 
cent market strength, reflects several 
favorable influences. The most im- 
portant is the advance in Chesapeake 
& Ohio common stock, which is the 
keystone of the Alleghany Corpora- 
tion structure. Enhanced earnings 
prospects for this carrier not only 
offer promise of a higher dividend re- 
turn but also add to the value of the 
collateral for the holding company 
bonds. Collateral ratios are important, 


TREND OF THE BOND AVERAGES 


' 


1932 '34 °36 °37 1938 JAN. July Aug. Sep. Oct.Nov. 
E 


since a rise above 150 per cent for the 
most strongly situated issue—the 5s 
of 1944—permits transfers for the 
benefit of the 5s of 1949 and 1950. 
Thanks to the rise in C. & O., an 
appraisal on September 15 showed 
that the collateral for the 1944 ma- 
turity amounted to considerably more 
than 150 per cent. Consequently, 
upon application by the Alleghany 
management, the trustee for the 5s of 
1944 released $1.5 million “free cash,” 
of which $576,000 was deposited with 
the coupon paying agent for the 5s 
of 1950. The rest was turned over 
to the trustees for the 5s of 1949 and 
5s of 1950. Thus the uncertainties 


Bond Redemptions 


Redemption 
Issue Amount Date 

Affiliated Fund, sec. 

conv. 5s 1944-48......... Entire Oct. 19,’39 
Atlas Storage & Cold Stor- 

age Co. (Wis.) 1st 6s, 1940 Entire Nov. 1,’39 
Brush-Muore Newspapers, Inc. 

$62,500 Oct. 1,°39 


California Cooperative Cream- 
ery Co. (now Arden Pro- 
—e Milk Co.) Ist 6s, 


Cooperative Cream- 
(now Arden Pro- 
tected Milk Co.) deb. 6%s, 


18,000 Oct. 1,’39 
Canada Cement Co., Ltd., 1st 
serial A 3s, 194 Entire Nov. 1,’39 
Chicago Junction Terminal 
Building Co. Ist A, 1940.. Entire Dec. 1,’39 
Colorado Power Co. Ist 5s, 
1953, American Series..... 45,400 Nov. 1,’39 
Escanaba Power & Traction 
Co. (now Upper Michigan 
Light & Power Co.) gen. 
& ref. A 5s, 1950; B 6s, 
1942: Entire Oct. 1,’39 
Federated Publications, Inc. 
First-Trust Joint Stock Land 
Bank of Chicago coup. & 
regist. Entire Oct. 1,’39 
.General Plastics, Inc. Ist 
Entire Oct. 23,’39 
Grauman’s Greater Hollywood, 
Theatre, Inc. Ist Ishid. 
serial 6%s Entire Oct. 1,’39 
Helsingfors (Cw of, Finland) 
Le Tourneau Foundation coll. 
Middlesex Water Co. lst & 
Entire Oct. 2,’39 


Issue Amount Date 
oy Guarantee Associates 


Los Angeles) re eee. 1st 

coll. tr. A 54s, 1941...... Entire Nov. 1,39 
Nashville Railway Light 

Co. Ist cons. 5s, 1953...... Entire Jan. 1,°40 


National Department Stores 
Realty Corp. Ist fee & 
OA, Entire Oct. 1,'39 
Noel & Co., Inc. (Nashville, 
Tenn.) Ist extd. 68, 1945.. $10,500 Oct. 1,39 
Northern Indiana Gas & Elec- 
tric Co. lst lien & ref. 6s, 
1952 (ser. May, 1922)..... 28,000 Nov. 1,’39 
Pennsylvania Joint Stock Land 
Entire Oct. 1,’39 
Pinellas Water Co. list A 
21,000 Nov. 4,’39 


Republic Steel 
money Ist conv. 8, 1954 371,000 Nov. 1,'39 
Pa & Paper Co., 


86,300 Dec. 31,'39 
Mary's Cement Co., Ltd. 
Southeastern Indiana Power 
Ce. A Os, Entire Nov. 1,’39 
Spang, Chalfant & Co., Inc. 
187,000 Nov. 14,’39 
Texas Power & Light Co. Ist 
1,750,000 Nov. 1,'39 
Union Joint Stock 
= Detroit coup. & 
1953, 1954, & 
and Apr. maturities Entire Oct. 
November & May maturities Entire Nov. 1,’39 


Entire Dec. 1,’39 
University of Michigan 

mitory rev. ser. II ser 

Sie. due October 15, 1940 


ee Entire Oct. 15,’39 
Building 
lst 68s (now )», 


with respect to the payment of in- 
terest due October 1, 1939, and April 
1, 1940, on the 5s of 1950 have been 
removed, and the relative positions of 
these bonds and the 5s of 1949 have 
been improved. 

The process of strengthening the 
two weaker issues has been acceler- 
ated by an arrangement which has 
been reached with the trustee for the 
5s of 1944. Under this plan, the 
company uses free cash for the pur- 
chase of the 1944 bonds in the open 
market at a discount. The bonds pur- 
chased in this manner are then pre- 
sented to the trustee for cancellation. 
This permits an amount of collateral 
to be withdrawn substantially greater 
than the cash employed in the open 
market purchases. Under the agree- 
ment made by the trustees for the 
three bond issues, the corporation is 
allowed to draw down collateral from 
the 5s of 1944 in the ratio that the 
collateral behind the outstanding 
bonds bears to their face value at the 
time of presentation. The collateral 
released has been partly in the form 
of cash, and partly in Chesapeake 
Corporation stock. The process has 
been repeated several times recently. 
Last week it appeared that the col- 
lateral ratio for the 5s of 1949 had 
been brought up to a point exceed- 


.ing 150 per cent. Under those cir- 


cumstances, withdrawals of surplus 
collateral could be made from both 
1944 and 1949 maturities for the 
benefit of the weakest issue, the 5s of 
1950. Granting that the C. & O.’s 
earnings will show a sustained up- 
ward trend, the opportunities for fur- 
ther speculative gains in the 5s of 
1950 are evident but the risks are 
large because of the heavy leverage 
factor. The market for these bonds, 
recently quoted around 48, will be in- 
fluenced mainly by the fluctuations 
in Chesapeake & Ohio stock. 


New Financing 


The market is still hoping to find a 
basis for the resumption of new 
financing activity but it appears that 
there is little prospect of an early re- 
turn to normal. A few small munici- 
pal issues have been placed but other 
offerings in this field, including two 
substantial blocks of revenue bonds 
which were up for award last week, 
have failed to attract any bids. The 
offer of New York Power & Light 
to exchange new first mortgage 33s 
for the old 4%s on a par-for-par basis 
was left high and dry by the market 
slump in high grades. Consequently, 
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the insurance company group which 
had contracted to buy $41 million new 
first 3%4s at 106% (contingent upon 
completion of arrangements to effect 
call of all of the 414s) was released, 
and a new contract was made for the 
private placement of $66.5 million 
first 334s which, if approved by the 
Public Service Commission, will en- 
able the company to proceed with the 
retirement of the 414s, but at a con- 
siderably higher cost. 

Although not entirely unexpected, 
the decision of the New York Tele- 
phone Company to abandon its plans 
for a public offering of bonds to re- 
fund the general mortgage 442s ma- 
turing on November 1 came as a great 
disappointment. It had been hoped 
that this offering, representing the 
highest type of corporation credit, 
would “break the ice” and establish 
a standard for the formulation of 
terms of other offerings under the 
changed conditions which now pre- 
vail. However, it was decided that 
the market had not settled down suf- 
ficiently to warrant the risk of fur- 
ther changes during the 20-day wait- 
ing period, and arrangements were 
made for sale of $75 million refund- 
ing bonds, bearing a 33@ per cent 
coupon, and maturing in 25 years, to 
a group of insurance companies at a 


price of 99%. 


Atlantic Coast Line Bonds 


Obligations of the Atlantic Coast 
Line have not participated to any 
great extent in the recent sharp rise 
in secondary rail bonds, since inter- 
est has centered largely in issues of 
industrial roads which are regarded 
as more direct beneficiaries of the 
activity arising from both domestic 
and foreign factors. However, the 
earnings outlook for this road is im- 
proving, and the general unified 4%s, 
1964, recently quoted around 66, may 
be considered attractive for semi- 
speculative purchases. Although not 
generally regarded as an industrial 
road Coast Line will benefit from any 
sustained upward trend of business 
activity, both directly and through its 
large holdings of Louisville & Nash- 
ville, a carrier which is highly sensi- 
tive to changes in the industrial 
tempo. Furthermore, individual earn- 
ings influences appear favorable. 
Citrus fruit crop prospects are good, 
and the road will benefit from a large 
diversion of winter vacation travel 
from foreign lands to the Florida 
resorts. 


Convertible Preferreds and 
Their Conversion Features 


(Part 2) 


HIS is the second part of a statistical compilation which covers all 

convertible preferred issues which are listed on the New York 
Stock Exchange (except those of companies in receivership). Obviously 
not intended as recommendations, these tabulations are presented for 
their factual value to the investor. The remainder of the list will ap- 
pear in the near future. 


(Prices: Pfd. and Com.) CONVERSION FEATURE 


Gillette Safety Razor $5 (no par) cumulative, convertible into common, share 
(Pfd., 46; Com., 6) for share. 

Glidden Company 4%%% (par $50) cumulative convertible into 8/10 of a share of 

(Pfd., 40; Com., 18) a through March 1, 1941; thereafter into 7/10 
of a share. 


Goodyear Tire & Rubber $5 (no par) cumulative; convertible into 2% shares of 
(Pfd., 104; Com., 28) common through Oct. 1, 1940; thereafter into 2 shares 
through Oct. 1, 1942; thereafter into 1% shares 
through Oct. 1, 1944; thereafter into 1% shares 
through Oct. 1, 1946. 
Grand Union $3 (no par) cumulative; convertible into 1% shares of com- 
(Pfd., 16; Com., 1) mon. 
Greyhound Corporation 5%% (par $10) cumulative: convertible int h 
(Pfd., 13; Com., 17) of common. ilies 
Hershey Chocolate $4 (no par) cumulative; participating: convertible into 
(Pfd., 105; Com., 62) common, share for share. 


Hudson & Manhattan 5% (par $100) non-cumulative; convertible into 10/11 of 
(Pfd., 5; Com., 2) a share of common. 


International Paper & Power 5% (par $100) cumulative; convertible into 2% 
(Pfd., 50; Com., 14) shares of common. 
Kaufmann Department Stores 5% cum.; convertible into 4.4 shares of common 
(Pfd., 95; Com., 15) on or before Dec. 15, 1939: into 4 shares through De- 
cember 15, 1940; into 3.6 shares through December 15, 
1941 and decreasing amounts thereafter. 
Kelsey-Hayes Wheel $1.50 Class “A” (par $1) cumulative; participating; 
= ae Mt convertible into Class “B” stock share for share. 
) 
Lehigh Portland Cement 4% (par $100) cumulative; convertible into 4 shares 
(Pfd., 115; Com., 22) of common. 
Lehigh Valley Coal 6% (par $50) cumulative; convertible into common share 
(Pfd., 7; Com., 3) for share. 


McCrory Stores 6% (par $100) cumulative; convertible into 2 shares of com- 
(Pfd., 102; Com., 14) mon. 


McLellan Stores 6% (par $100) cumulative; convertible into 4 shares of com- 
(Pfd., 94; Com., 9) mon. 

Mengel Company 5% ist (par $50) cumulative; convertible into 3 shares of 
(Pfd., 23; Com., 6) common. 


Minneapolis-Honeywell Regulator 4% Ser. “B” (par $100) cumulative: con- 
(Pfd., 104; Com., 57) vertible into 5/6 of a share of common through Dec. 
1, 1941; thereafter into % of a share. 


National Gypsum $4.50 cum. no par; convertible into 5.9 shares of common 
(Pfd., 87; Com., 11) through November 30, 1939; into 5 shares through 
November 30, 1941; at a decreasing scale thereafter. 
National Supply 5%% prior (par $100) cumulative; convertible into 2% shares 
(Pfd., 46; Com., 13) of common through Oct. 1, 1943; thereafter into 2 
shares through Sept. 30, 1947. 
National Supply $2 (par $10) cumulative; convertible into common share for 
(Pfd., 17; Com., 13) share Stock not converted by Oct. 1, 1947, will auto- 
matically become common stock. 
Neisner Bros. 4%% (par $100) cumulative; convertible into 19/11 shares of 
(Pfd., 86; Com., 26) common through May 1, 1941; thereafter into 17/13 
shares through May 1, 1943. 
Otis Steel $5.50 1st (no par) cumulative; convertible into 3 shares of common 
(Pfd., 54; Com., 15) through Dec. 15, 1940; into 2% shares to Dec. 15, 1946. 
Paraffine Companies 4% (par $100) cumulative; convertible into common 
(Pfd., 95; Com., 40) share for share (through tenth day prior to re- 
demption). 
Paramount Pictures $6 ist (par $100) cumulative; convertible into 7 shares 
(Pfd., 76; Com., 7) of common. 
Paramount Pictures 6% 2nd (par $10) cumulative; convertible only in lots of 
(Pfd., 8; Com., 7) 10 shares of multiples thereof into common on the 
basis of 9 shares of common for each 10 shares of 
2nd preferred. 
Pennsylvania-Dixie Cement 7% Ser. “A” (no par) cumulative; convertible into 
(Pfd., 28; Com., 4) 1% shares of common. 
Pennsylvania Glass Sand $7 (no par) cumulative; convertible into 5 shares 
(Pfd., 121; Com., 15) of common. 
Philip Morris 5% cum. ($100 par); convertible into 1% shares of com- 
(Pfd., 130: Com., 84) mon. 
Pittsburgh Coke & Iron $5 (no par) cumulative; convertible into 6% shares 
(Pfd., 86; Com., 13) of common through March 1, 19406; thereafter into 
5.55 shares through March 1, 1943; thereafter into 
4.76 shares through March 1, 1947. 
Pittsburgh Steel 5%% prior (par $100) cumulative; convertible into 2.22 shares 
(Pfd., 40; Com., 16) of common through April 30, 1946; thereafter into 2 
shares through April 30, 1950. 
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New-Business Brevities 


- 


War Bridesmaids 


Far-fetched are some of the hoped- 
for beneficiaries of European warfare, 
but not Jantzen Knitting Mills—the 
British and French plants of this 
bathing suit manufacturer are already 
knitting sweaters and sox for soldiers. 

. Western Union and Postal Tele- 
graph are doing a big business in 
“Keep Us Out of War” telegrams to 
Congressmen—tregular form messages 
are being offered by some offices, but 
no singing telegram has yet been 
devised. . . . Elimination of trans- 
atlantic tourist traffic has led Pan 
American Airways into a new field— 
all-expense trips to South American 
points will be offered to the winter 
vacation seekers. . . . Wrigley is ad- 
vertising its chewing gum extensively 
in English newspapers—slogan: “In 
Times of Stress Wrigley’s Quiets 
Your Nerves.” . Zenith Radio is 


enjoying sharply increased demand 


for higher priced shortwave receivers 
—the company admits that a lot more 
could be sold if each set could be 
equipped with an automatic inter- 
preter. 


Auto Showbill 


The keynote of the National Auto- 
mobile Show at New York’s Grand 
Central Palace (Oct. 15-22) will be 
“40”—not only will it mark the for- 
tieth anniversary of the exposition 
and the bow of the 1940 models, but 
the admission price will be 40 cents 
for the first time, as against 55 and 75 
cents in former years. . . . Deserting 


most discriminating... home 


of the famous Zebra Room. 


- Under the same management as the inter- 


‘nationally famous Gotham, New York City; — 


BOULEVARD 


By A. Weston Smith, Jr. 


HE press has been mis- 

taken in calling the con- 
flict abroad “the Second 
World War.” According to 
the Women’s National Com- 
mittee to Keep U. S. Out of 
War, it is the “32nd Euro- 
pean War’’—and let it stay 
that way. 


ultra-modernism in decoration, this 
year’s Auto Show will feature the 
Greek Temple motif as its decorative 
scheme—a Delphic Oracle in the form 
of a huge glowing ruby will symbolize 
the development of the industry... . 
Mechanical improvements may out- 
shine style advancements for the first 
time in several years—General Mo- 
tors will offer the first “Oldsmobile” 
with the “Hydra-matic” drive which 
eliminates the clutch pedal, while 
Chrysler will feature the “Fluid- 
drive” on several models. . . . East- 
man Kodak will be well represented 
in the general adoption of its “Tenite” 
plastic for steering wheels in pastel 
shades—light colored steering wheels 
will be promoted as insurance against 
the grease marks left by careless 
mechanics. 


ANGELES 


Glass Glossary 


Libbey-Owens-Ford is starting an 
intensive campaign for its new “Hi- 
Test” safety plate glass which elimi- 
nates the distortion that causes eye- 
strain and fatigue—it will be recom- 
mended not only for automobiles, but 
for trucks, buses and railway pas- 
senger cars. ... Pittsburgh Plate 
Glass makes its bid for a share of the 
kitchen and bathroom tile market with 
its new “Carrara” structural sheets— 
this gleaming, lustrous glass will be 
available in ten colors from delicate 
tints to deep tones. . . . Latest in 
structural glass blocks from Owens- 
Illinois Glass is “Circon Insulux”— 
this new type of brick features a 
curved pattern, as compared with 
previous cubist designs. . . . Buchs- 
baum & Company will soon introduce 
“Elasti-Glass,” a transparent glass 
fibre which bends and stretches—be- 
ing perspiration-proof and _ easily 
cleanable, the new product will first 
be offered in men’s garters, suspend- 
ers and belts. . . . Polaroid Corpora- 
tion has developed the “Polaroid 
Dermascope,” a device which makes 
it possible to see through the outer 
surface of the skin to the lower lay- 
ers where complexion blemishes start 
—it proves at long last that beauty is 
only skin deep. 


Drug Stories 


Remington Rand has met enough 
success in selling typewriters through 
drug stores to justify extension of the 
plan to a national basis—thus far, 
however, the small independent stores 
have been the best outlet ; most of the 
chains are apathetic because of the 
high price... . J. B. Williams Com- 
pany, shaving cream maker, has ac- 
quired distribution rights to the 
“Roto-Shaver” which was formerly 
handled by Dictograph Products—the 
electric razor will be offered to drug 
stores only, and not jewelers and ap- 
pliance stores. . . . Procter & Gamble 
is utilizing a stunt to popularize its 
new “Teel” liquid dentifrice—young 
men garbed in dentists’s smocks are 
distributing samples. . Fessler 
Brothers will promote its ‘““Kosmin” 
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as the all-purpose mouth antiseptic— 
in concentrated form it serves as a 
liquid dentifrice, but when diluted 
with water it becomes a mouthwash. 


Christenings 


Westinghouse Electric’s three-di- 
mensional X-ray, utilizing polarized 
light, has been dubbed the *Multi- 
view Stereoscope.” ... A new agent, 
developed by Magnus Chemical for 
cleaning metal surfaces, has been 
tradenamed ‘Electrex.” . . . Newest 
in a vitamin iron tonic, a product of 
Interstate Laboratories, will be known 
as “Vitawine.” ... “Lapp Ware” will 
be the classification for a new vitri- 
fied porcelain perfected by Labora- 
tory Furniture Company. 


Odds & Ends 


For the first time in telephone his- 
tory it will be possible to have any 
listing in bold face type in the gen- 
eral-residential telephone book — 
Ruben H. Donnelley Corporation up 
to now has permitted such listings 
only in the “Red Books.” ... Es- 
quire, Inc., will open an ultra-modern 
gift shop on New York’s Fifth Ave- 
nue for the Christmas shopping sea- 
son—no merchandise will be sold, but 
shoppers will be told where the mer- 
chandise displayed may be purchased. 
... Anew effort to get the youngsters 
to wear hats is seen in the contest 
being started by the Hat Style Coun- 
cil—$600 in cash prizes will be 
offered for the best essay by a high 
school boy on the meaning of the 
word “hat.” 


Federal Reserve Réle 


Continued from page 4 


ment. As a result, total holdings of 
Government securities declined about 
$120 million in the eight weeks ended 
August 16. However, since excess 
reserves. continued to increase in the 
face of this portfolio reduction (the 
normal effect of a decline in a cen- 
tral bank’s holdings of Government 
securities to reduce the reserves of 
the country’s commercial banks, thus 
tightening the money market), earlier 
misgivings of some who were inclined 
to regard it as a portent of a reversal 
in the bond market were largely dis- 
pelled. Reserve Bank officials em- 
phasized the technical nature of the 
explanation of their action and de- 


Adjusting Investments 
To Wartime Markets 


EACETIME investments are not wartime investments. The 
hostilities in Europe, therefore, require you to revise your 
program and to make an immediate analysis of every security in 
your portfolio in order to determine if you are justified in holding it. 


@ Under war conditions far greater caution must be exercised in 
selecting securities than in normal times. Yet countless investors 
throw caution to the winds and indulge in reckless speculation 
which leads too often to loss of capital and to ruin. 


® Tremendous possibilities exist in this new market, but your in- 
vestment structure must be erected on a solid foundation, and built 
according to plan and scale. Every stock or bond should be 
thoroughly studied and its possibilities weighed before you deter- 
mine whether it should be held, sold, or purchased. 


@ If you try to chart your own course you run the risk of mis- 
interpreting the many unusual factors that contribute to wartime 
security values. You must judge accurately the extent to which 
every company may profit directly or indirectly from an influx of 
business from abroad; you must know what its business volume 
may mean in profits per share; you must keep posted to the minute 
on such matters as the Neutrality Act, its influence on each com- 
pany’s business, the probability of its repeal, the limitation of profits 
that may be imposed by Congress, and other vital matters. 


® With your portfolio under the continuing supervision of the Re- 
search Bureau, however, you avoid these dangers for you have at 
your command all the facilities for detecting and weighing invest- 
ment values and market trends perfected by The Financial World 
in almost thirty-seven years of service to American investors. 


® As our client a personal program will be prepared to’ meet your 
individual objectives and resources. Every issue in your portfolio 
will be kept under our constant scrutiny, and at the right times you 
will be told what to sell and how to reinvest. You will have no 
moments of uncertainty. You will not have to ask for an opinion at 
any time—we voluntarily advise you of each successive essential 
step in carrying your program to success. —~ 


®@ The annual cost of this individual guidance is only nominal: one- 
fourth of one per cent of the market value of your portfolio ($2.50 
per $1,000). The minimum fee of $125 a year covers portfolios 
valued up to $50,000. If your portfolio is valued at $10,000 or more 
it will be accepted for supervision. 


Mail your list of securities with your registration fee today 
or use the coupon for a detailed description of the service. 


LEASE explain (without obligation 
to me) how your personal super- 
visory service will aid me in re- 


for market profits and better income. 


I enclose a list of my securities and 


RESEARCH BUREAU 


Objective: Income Capital 
enhancement (or) Both 


21 West Street New York, N.Y. 
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clared that there had been no change 
in the general money market policy. 
Since this statement can be taken 
at face value, it may be assumed that 
the fact that the Reserve Banks’ ac- 
tion took place only a few weeks be- 
fore a sudden and severe decline in 
the bond market was largely or en- 
tirely coincidence. The slump in 
bends which occurred early in Sep- 
tember was clearly a reaction to the 
declaration of war by England and 
France. However, the drastic read- 
justment in the high grade bond mar- 
ket should not be dismissed lightly 
as representing merely the effect of 
panicky selling induced by the shock 
of war. Its deeper significance lies 
in the belief of many investors that the 
dynamic course of world events will 
overshadow the efforts of the authori- 
ties to maintain an “easy” money 
market and may eventually force a 
change in the credit policies of the 
Treasury and the Federal Reserve. 


Inflation Dangers 


During the first three weeks of 
September, the Reserve Banks bought 
$400 million U. S. Government se- 
curities to support the market. Be- 


cause of these purchases and further - 


gold imports, excess reserves of mem- 
ber banks have risen to a new record 
total of over $5.2 billion. Theoretical- 
ly, the Reserve System’s large hold- 
ings of gold certificates (representing 
gold in the U. S. Treasury) would 
permit the Reserve Banks to take 
over all of the billions of Govern- 
ment obligations owned by all types 
of banking institutions in the country 
(FDIC insured banks owned almost 
$12 billion direct obligations and $3 
billion Government guaranteed obli- 
gations as of June 30, 1939) either 
through purchases or loans. But any 
large additional expansion of the Re- 
serve Banks’ bond portfolio would 
augment the already unwieldy excess 
reserves to an extent which would 
greatly increase the dangers of an 
explosive inflation. 

The policy of offering loans on 
Government securities at par, and at 
preferentially low interest rates, will 
doubtless be continued. This will 
tend to remove the threat of neces- 
sitous selling by institutions which 
need additional cash. However, it 
appears that the central banking of- 
ficials have already come to the con- 
clusion that they will have to allow 
the market for Governments to seek 
its natural level, entering large buy- 
ing orders for support only if the mar- 


ket should again show signs of be- 
coming demoralized. One strong 
argument for this policy is found in 
the fact that corporate bond financing 
cannot be resumed on a large scale 
until there is evidence that some of 
the more glaring artificialities of the 
Government bond market structure 
have been removed. 

With excess reserves standing at a 
total of more than $5 billion, the con- 
ventional interpretation of money 
market conditions would seem to be 
bullish for the high grade bond mar- 
ket. These factors may suffice to 
bring about a strong intermediate 
term recovery in U. S. Government 
bonds. But not only the immedi- 
ate, but also the longer term effects 
of the war must be taken into con- 
sideration. A prolonged war would 
bring drastic changes in the money 
market. If current predictions as to 
the duration of the war are borne out, 
the opinion that high quality bonds 
have passed their peak and are now 
in a long term downward trend will 
eventually be substantiated. 


Ship Shares a Buy? 


Continued from page 8 


and Western Pipe & Steel. Here 
again, it is well to remember that 
profits (on subsidized ship construc- 
tion) have an upper limit: 10 per cent 


of the contract price, with any excess | 


subject to Government recapture. 
The third group consists of Bethle- 
hem Shipbuilding (Bethlehem Steel), 
Federal Shipbuilding (U. S. Steel), 
and Newport News Shipbuilding. 


Table II—The Shipbuilding Stocks 


r——Securities—, Recent 


Listed Status Price 
Bath Iron Works........ NYSE _ Actively 
traded 10 
Bethlehem Steel ........ NYSE Actively 
traded 
Charleston Shipbulding.. Not ar 
e 
Consolidated Steel....... Curb Actively 
traded 8 
Electric Boat NYSE Actively 
traded 16 
Ingalls Iron Works..... Not Closely 
held 
Lake Wash. Shipyards.. Not o—_ 
e 
Moore Dry Dock........ Not Closely 
held 
Newport News Shipb’ld’g Not word 
e 
New York Shipbuilding. NYSE Actively 
traded 15 
NYSE Actively 
traded 59 
Tampa Shipbuilding Not eed 
e 
Traded 78 
Western Pipe & Steel... San Actively 
Francisco traded 23 


Bethlehem owns the outstanding 
group of shipyard facilities in Amer- 
ica while “Big Steel’s” position in the 
industry is important. Newport 
News Shipbuilding is a well known 
unit in the field, but its securities 
are owned by a handful of people. 

A glance at Table II (below) shows 
that of the 14 companies listed, the 
stocks of only half this number are 
available to the general public. 
(American Shipbuilding is not in- 
cluded because it is primarily a Great 
Lakes builder and repairer.) Most 
attractive of these, in the order named, 
are Bethlehem, U. S. Steel and Sun 
Oil. The important thing to bear in 
mind, though, is that trends in the 
steel and oil industries—rather than 
the rate of ship launchings—are the 
real earnings determinants here. As 
for Bath Iron, Electric Boat and New 
York Shipbuilding, existing specula- 
tive holdings of these shares may be 
retained. Consolidated Steel and West- 
ern Pipe & Steel have recently under- 
taken the first ship construction in 
their history. They are, essentially, 
highly speculative units in the steel 
industry and have yet to prove that 
they can realize significant profits 
from their new activity. 


Leading Operators 


Under present circumstances, it is 
fitting to discuss briefly the status of 
the leading shipping operators: 
American-Hawaiian, Atlantic Gulf & 
West Indies and International Mer- 
cantile Marine. Ever since the ex- 
plosion abroad, these securities have 
been heavily bought and prices 
carried to the highest levels of recent 
years. Optimism in this direction has 
been predicated on the possibility of 
big profits as a result of our status 
as the leading neutral maritime nation 
of the world. Manifestly, the Ameri- 
can merchant marine could gain a 
great deal on this score. But the 
picture is far from clearly defined at 
this time. 


Suppose, for example, that the 
“cash-and-carry” clause of the Neu- 
trality Act were to be revived and 
applied to a wide list of commodi- 
ties as well as munitions. Over- 
night, the shipping shares would 
lose practically all of their sudden- 
ly-won “romance” flavor. Or as- 


sume that, finally, ships flying the 
Stars and Stripes are allowed to 
carry (as at present) items such as 
oil, steel, copper, wheat, etc. In such 
a contingency, they would run up 
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against the various contraband and 
“conditional” contraband lists of the 
warring nations. And finally, even 
discounting these, there would be the 
rise in shipping costs—wages, insur- 
ance, etc.—to think about. 

Considerations such as these, to- 
gether with the fact that shipping 
companies have had definitely unfa- 
vorable operating records over the 
past ten years or more, suggest that 
the shipping shares are too specula- 
tive for favorable consideration by 
the conservative investor. 


Raw Materials 


Continued from page 6 


Dividends Declared 


zinc, and Germany’s conquests in that 
country will accordingly be of ma- 
terial benefit in providing supplies of 
the metal without a drain on her for- 
eign exchange. But she will still be 
forced to import zinc and neither 
Belgium nor Yugoslavia may be able 
or willing to supply her entire require- 
ments. England and France, how- 
ever, can obtain more than enough 
zinc from Canada, Rhodesia and 
Australia. Their only difficulty, 
this case as with lead and copper, 
will be transportation. This problem 
should not prove difficult of solution, 
however, since England’s merchant 
marine is the largest in the world and 
the submarine menace should be taken 
care of before long. 

Germany’s output of petroleum 
reached a new peak last year, but was 
altogether inadequate when measured 
against her increasing requirements. 
The Reich has attempted to augment 
its meager supplies through the pro- 
duction of gasoline by hydrogenation 
of coal. Output of about 13 million 
barrels was achieved last year by this 
process. However, this fuel has an 
octane (anti-knock) rating of only 
about 75, against a rating of 100 for 
aviation gasoline in this country. 
Russia’s production is climbing, but 
so are her requirements, and the 
availability of supplies from that 
source is open to question. Rumania 
is still a large oil producer, but her 
wells are gradually being exhausted 
and output has dropped rather sharp- 
ly in recent years. Thus, Germany 
must depend primarily on reserves 
built up in the past, which are exceed- 
ingly vulnerable to attack from the 
air. The United States and South 
America will probably be called on to 
supply France and England; the 


‘ompany te e 
$1 Nov. 15 Oct. 25 
Amer. Hardware ...........+. 25e Q Oct. 2 Sep. 15 
Am. Stamping Co............. 25c .. Sep. 29 Sep. 22 
Am. Thermos Bottle A........ Nov. 1 Oct. 20 
— -. Oct. 16 Oct. 2 
$1. Q Oct. 2 Sep. 28 
Arrow a Hegeman El....... 50c .. Oct. 2 Sep. 25 
Atlantic City 25¢ Q Oct. 2 Sep. 30 
$2 Q Oct. 2 Sep. 15 
Baker (J. T.) 54% % 

$1. Q Oct. 1 Sep. 15 
Balaban Sep. 30 Sep. 15 
Bausch & Oct. 2 Sep. 23 
$1 Q Oct. 2 Sep. 20 

1 Q Oct. 31 Oct. 16 

62%e Q Oct. 31 Oct. 16 
Bourbon Stock Yards........... 1 Q Oct. 2 Sep. 25 
Bridgeport Hydraulic Co....... 40c Q Oct. 16 Sep. 30 
Bruce E. L. 1% er $1.75 Q Sep. Sep. 23 

Do 3%% D «secu Q Sep. 30 Sep. 23 
Buffalo Ins. ...... Q Sep. Sep. 25 
Burgess Battery $1.50 .. Oct. 10 Sep. 30 
Calif. -Oregon 6% pf....$1.50 Q Oct. 16 Sep. 30 

Do 6% pf. '27 1.50 Q Oct. 16 Sep. 30 

Q Oct. 16 Sep. 
Q Oct. 2 Sep. 21 
Q Nov. 1 Sep. 30 
Q Oct. 2 Sep. 22 
Q Oct. 20 Oct. 2 
Q Oct. 20 Oct. 2 
— 
-- Oct. 20 Oct. 5§& 
Q Nov. i8 Nov. 1 
-. Jan. 3 Dee. 33 
—= $1 Q Sep. 30 Sep. 22 
Fairmont Creamery ........... 20c .. Oct. 2 Sep. 20 
15e Q Nov. 29 Nov. 15 
Franklin Process ............. 50e Q Oct. 2 Sep. 22 
$1.50 .. Oct. 2 Sep. 20 
a Grain & Malt....... 15e .. Nov. 1 Oct. 15 
Q Nov. 1 Oct. 15 
25c Q Oct. 20 Oct. 10 

75¢ Q Nov. 1 Oct. 20 
Garlock reer 50c .. Sep. 30 Sep. 23 
General Foods pf.......... $1.12% Q Nov. 1 Oct. 10 
Gen. lly Gaewssae $1.12% Q Oct. 2 Sep. 19 
87%c .. Nov. 1 Oct. 10 
CO. 25c .. Sep. 30 Sep. 26 

aia Q Sep. 30 Sep. 20 

8 . Q Sep. 30 Sep. 20 

-. Oct. Sep. 26 

Hawaiian Sugar .............. 15¢ Q Oct. 14 Oct. 4 
75e Q Nov. 15 Oct. 25 
$1 Q Nov. 15 Oct. 25 

Hibbard, Spencer, Bartlett.....15¢ M Oct. 27 Oct. 17 
PROC 15ec M Nov. 24 Nov. 14 

M Dec. 29 Dec. 19 
Holly Development Co.......... le Q Oct. 25 Sep. 30 
20¢e Q Oct. 2 Sep. 23 
Home Tel. & Tel............ Q Sep. 30 Sep. 
se Q Nov. Oct. 

Horn & Hardart (N. Y.)..... Q Nov. 1 Oct. 11 
Indiana Pipe Line........ ..20e .. Nov. 15 Oct. 20 
Interstate Home Equip...... 12%c Q Oct. 16 Oct. 2 
Kansas Pwr. & Lt. 7% pf.. Q Oct. Sep. 20 

Q Oct. 2 Sep. 20 
Kendall 30c .. Oct. Sep. 21 
Kennedy’s, 31%ce Q Oct. 15 Sep. 30 
Kirkland “gold 4c 8S Nov. Oct. 2 
.. Oct. 14 Sep. 29 
Kresge Dept. Stores lst pf...... $1 Q Oct. Sep. 20 

15e .. Sep. 30 Sep. 22 
Lane Co., 25¢ Q Oct. Sep. 23 
Lawrence Gas E Electrie...... 75e Q Oct. 13 Sep. 30 
62%e Q Oct. Sep. 15 
25e .. Dee. Nov. 10 
0c Q Oct. 13 Sep. 30 
Ludlow Typograph $6 pf...... $1.50 Q Oct. Sep. 20 
McAndrews & Forbes.......... -. Oct. 14 Sep. 30 

50 Q Oct. 14 Sep. 30 
lie Q Oct. Sep. 25 
Sarre 25c .. Nov. 1 Oct. 13 
McGraw Electric ............. 25¢ Q Nov. 1 Oct. 6 
McGraw-Hill Pub. ........... lic .. Oct. 16 Oct. 6 
Marchants Calculating Mach....25¢ Q Oct. 16 Sep. 30 
Morris (Phil & Co.), Ltd...... 75c .. Oct. 16 Oct. 

1.25 Q Dec. 1 Nov. 15 
Nat’l Bearing 7% pf..$1. Q Nov. 1 Oct. 17 
Nat’l Bond & Share........... eo. Oct. 16 Oct. 3 
GS tbe Nov. 15 Oct. 31 

$1.75 Q Sep. 30 Sep. 20 
Nat’l City OS Serr 7 Q Nov. 1 Oct. 14 

yee Q Nov. 1 Oct. 14 

t’l Pr. & Lt. Co. $6 pf....$1.50 Q Nov. 1 Oct. 
Nat'l Shirt Py $6 pr. pf.. -$1.50 Q@ Oct. 1 Sep. 25 
New Britain Mach............. 25e Q Sep. 30 Sep. 22 
New Eng. Power 6% pf...... $1.50 Q - 2 Sep. 
Penna. Power _ a ee $1.25 Q Nov. 1 14 
Perfection Stove Co......... 387%e Q Sep. 30 Sep. 
Perry 25¢ Q Sep. 30 Sep. 20 
10c .. Oct. 25 Sep. 30 

$1.50 S Nov. 1 Oct. 
Phila. $1.25 Q Nov. 1 Oct. 10 
Pittsfield Coal Gas.........00.- $1 Q Sep. 23 Sep. 22 
Pitts. Metallurgical ........... 25¢e .. 10 Oct. 
Plymouth — Ee $1.75 Q Oct. 14 Oct. ¢ 
Pneumatic Scale 2 Sep. 20 

Q Dee. 15 Nov. 15 
Q Dec. 15 Nov. 15 
M Nov. 15 Oct. 16 
M Dec. 15 Nov. 15 
Q Dec. 15 Nov. 15 
2 Q Sep. 30 Sep. 25 


Pe- Pay- Hidrs. of 
Company Rate riod able Record 
dees 25¢ Q Nov. 9 Oct. 
Rochester Button ............. 25e .. Oct. 20 Oct. 7 
Saguenay Power pf......... $1.37% Q Nov. 1 Oct. 16 
St. Joseph Stk. Yds. Co....... 50c .. Sep. 30 Sep. 20 
San Diego Con. G. & 3 pf.$1.75 Q Oct. 14 Sep. 30 
San Gabriel M Sep. 35 Sep. 23 
Sonoco Prod utawaciseces l5e Q Sep. 30 Sep. 20 
ddhtenbeeeueene 25 Q Sep. 30 Sep. 20 
South. Sailtornis Gas pf..... 37%c Q Oct. 14 Bep. 30 
%c Q Oct. 14 Sep. 30 
a Indiana Gas & El. 4.8% 
$1.20 Q Nov. 1 Oct. 16 
Spicer T5e Q Oct. 14 Oct. 4 
Standard Screw Co. ........... 30c .. Sep. 30 Sep. 20 
Stanley 40c .. Sep. 30 Sep. 18 
eadsenintndeved 31%c Q Nov. 15 Nov. 4 
Steel 43%c Q Nov. 1 Oct. 6 
43%c Q Nov. 1 Oct. 6 
Superhenter Q Oct. 16 Oct. 5 
Taunton Gas Light Co......... 1 .. Oct. 3 Sep. 15 
Q Sep. 30 Sep. 
Telluride Power pf........... $1.75 Q Oct. 2 Sep. 
Q Nov. 15 Oct. 
$1 Q Sep. 30 Sep. 
Torrington Water . Q Sep. 30 Sep. 
Union Oil Cal. .... Q Nov. 10 Oct. 
Union Wire Rope... Q Oct. b 
D 


$1.25 .. Oct. 
S. Hoffman Mach. 5%% 


SrwwS 


Z 
2 
ad 


S. Smelting Rfg. & Min. Gt. Ot 
87%e Q Oct. 14 Oct. 
Weston (Geo. ) Se ee $1.25 Q Nov. Oct. 
Will & Baumer Candie pf.....83. Q@ Oct. Sep. 
J. Bis cccccccccces $1.50 Q Oct. Sep. 22 
Accumulated 


pex Elec. Mfg. 7% pf. ...... 
y: AH Pow. & Lt. $7 pf..$1.75 .. Oct. 
Do $7 pf. $1.50 .. 


BSSS 


Foods pf. 50 .. 
Canadian Ltd. $3 p 
Central States El. 7% pf. ‘aie 


Dp. Sep. 15 
09375¢ Sep. Sep. 15 
Do 6% pf. 09375¢ 


RB 
bt 


Investment 6% cv. pf. 


Sep. 
Nov. 
Oct. 
Oct. 
Oct. 
Nov. 
Nov. 
Oct. Sep. 80 
Iowa Elec. Co, pf. A..43 Sep. Sep. 15 
Iowa Electric Might & Power % 
Oct. Sep. 30 
eo Oct. Sep. 30 
Libby, MeNeill & rad 6% pf.$3 .. Oct. Oct. 2 
Lyon cum. pte. 

Oct. 2 Sep. 15 
Neptune $2 .. Sep. 26 Sep. 22 
No. Indiana Pub. "ave. 7% pf.$1.75 .. Oct. 14 Sep. 30 

Do 6% Oct. 14 Sep. 30 

$1.37% Oct. 14 Sep. 30 
Northern Pow. (Del.) 7% 

wie 1.31% .. Oct. 20 Sep. 30 

Northwestern $1. Oct. 2 Sep. 20 
Pitts. Bf. 2... - Oct. 10 Sep. 27 
Southwest Nat = ($10) $6 

vw S. & Int'l Sec. $5 Ist pf..$1 .. Sep. 30 Sep..26 
Valspar Corp. $4 cv. pf..... $1.25 .. Sep. 30 Sep. 27 
Wise. Hydro Elec. pf........ $1.50 .. Oct. 2 Sep. 16 

Extra 
$1 .. Sep. 30 Sep. 25 
20c .. Nov. 29 Nov. 15 
Interstate oy Equipment....10e .. Oct. 16 Oct. 2 
Kirkland Lake Gold............ le .. Nov. 1 Oct. 
Myers & Bro. (F. E.)........ 50c .. Oct. 26 Oct. ¥ 
Goneco Products .. Sep. 30 Sep. 
_ Sep. 30 Sep. 25 
Increased 
Gem, - Oct. 2 Sep. 19 
N. Bedford G. & Ed......... Ss . Oo & . 30 
Rhinelander Paper ............ 20c .. Oct. 2 Sep. 25 
$1.50 Oct. 14 Oct. 4 
Initial 
Coty International ............ 20e .. Oct. 11 Oct. 2 
Det. & Canada ans Prawns $1 .. Oct. 16 Sep. 30 
Lexington Tel. Co. 6% pf...$1.50 .. Oct. 15 Sep. 
Reduced 
Theatres Equipment...... -. Oct. 16 Oct. 6 
Shaste doe -- Oct. 1 Sep. 25 
Resumed 
Industrial Rayon ............. 25e .. Oct. 7 Sep. 30 
$1 .. Oct. 2 Sep. 25 
King-Seeley Corp. ........... 25e .. Sep. 29 Sep. 25 
U 10c .. Oct. 20 Oct. 5 


latter has a large tanker fleet and 
would thus not be hampered by “cash 
and carry” legislation by this country. 

Germany is rather well off with re- 
spect to wheat, and in case of any 
shortagé could perhaps fall back on 
grain imported from Rumania, Russia 
and Hungary. England is less hap- 


pily situated, but for many years that 
country has depended on its domin- 
ions for its wheat supplies and the 
outbreak of war will raise no new 
problems beyond an increase in re- 
quirements. One factor deserving 
consideration is that Germany would 
not be significantly handicapped by a 
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Broaden Your Information 


Benefit by Books and Charts 


"1600 STOCK FACTOGRAPHS" (newest 1939 Edition). The one indispensable 
reference book for many investors. Reprints 1100 regular revised Factographs 
(boiled down stock analyses) as they appeared in Financial World, Feb. 23, 1938, 
to July 26, 1939. Also 500 condensed Factographs on N. Y. Curb stocks never 
included before. With complete alphabetical index. Just the facts you want to 
help decide which stocks to buy, which to sell, which to hold. Every company on 
N. Y. Stock Exchange and N. Y. Curb represented by a regular or a condensed 
Factograph. More information in condensed form than two 500-page books. 280 
pages, paper cover, $3.85. (SPECIAL OFFER: Subscribe for next 4 Factograph 
Manuals, issued about every 3 to 6 months, for only $7.50; saving $7.90.) 


201 WEEKLY SECURITY CHARTS of 201 Leading Stocks, for the past 18 months— 
weekly tops, bottoms, trends, resistance points, and volume instantly. Includes: 
Important statistics, Transparent Work Sheet, ratio ruler, and instructions. Next 12 
monthly issues with 18-year Cycle Charts of 252 stocks, and Wall Chart of weekly 
Dow-Jones Averages for past !8 years........ $25.00; October issue........ $3.00 


(Samples of Security Charts with list of 201 stocks charted, also samples of Cycle Charts 
with list of 252 stocks charted, sent FREE on request) 
(Ask also for samples of Daily, Weekly or Monthly Charts of 100 Active Stocks in 
Portfolio for only $8.50) 


“PROFITS FROM THE STOCK MARKET" (1937), by Orline D. Foster, author of 
"Ticker Technique" ($5.00) and ‘Realizing Security Profits," a Course in Stock 
Market Operation ($12.00). Ecanomic fundamentals and technical market move- 
ments discussed to emphasize importance of being well-informed. Best chapters; 
The Investment Plan, The Business Cycle, Forecasting, Technical Side, Value of 
Charts, Trends and Seasonal Variations. 207 pages...... eedecstecewiiadee $3.00 


FINANCIAL & BUSINESS FORECASTING (1928)—To improve timing of your 
stock sales and purchases, study the background of booms, depressions and trade 
cycles, the barometers of trade activity and the principles of market forecasting, so 
clearly explained by Warren F. Hickernell, in "Financial & Business Forecasting’’; 


(Offer includes FREE “Century of Business Progress Chart'—price alone $1.00) 


“WHAT THE FIGURES MEAN" (1935 Revised Edition}, by Spencer B. Meredith, 
chief statistician, leading New York Stock Exchange firm. Tells you simply in few 
words HOW TO READ THE BALANCE SHEETS AND INCOME ACCOUNTS OF 
ANY CORPORATION whose stocks you hold... $1.00 


“STOCK MARKET THEORY AND PRACTICE” (1930-1934), by R. W. Schabacker 
(author of "Stock Market Profits"). An outstanding work for beginners and advanced 
technicians. Says Graphic Market Statistics: "Undoubtedly the most comprehensive 
fund of knowledge, covering every phase of trading and investing ever available in 
book form.'' 875 pages; out of print. Used copy, good condition.......... $7.50 


“WALL STREET"—lIts Mysteries Revealed (1921), by Wm. C. Moore. Described 
by the author as a “complete course of instruction in speculation and investment, 
and rules for the safe guidance therein.’ Outlines Moore's famous trading rule. 


“THE DOW THEORY” (1932), by Robert Rhea, leading living. authority on Dow's 
famous theory. You read every day about the movements of Dow-Jones Averages, 
—why not understand what the moves mean? This book explains development of the 
idea, its meaning and its usefulness as an aid in forecasting stock price trends. In- 
cludes Wm. P. Hamilton's many editorials on the Dow Theory. 257 pages... .$3.50 


(We can also supply these by Robert Rhea: "Dow's Theory Applied to Busi- 
ness & Banking," 1938, $2.00; Story of the Averages,” 1934, $3.50; “Graphic 
Charts of Dow-Jones Daily Industrial & Rail Averages," 1897 to 1939, $12.50) 


KEEP ALL YOUR personal records in “MY FIINANCES"—-$4.25 (DeLuxe, $5.75) 
SAVE YOUR "Financial Worlds" in BINDER for reference—$2.50 (2 Binders, $4.75) 
FR EF! ———, _ SPECIAL LIST OF BOOKS on any phase 
” of business or the stock market, prepared 


“Intelligent Investment Planning™ free on request. 


(1936) by Louis Guenther. Brief Buyers in N. Y. City add 2% 
outline of the basic rules, prin- for N. Y. City Sales Tax 
, ; Books Sent Same Day Your 
ciples and procedure necessary Reaches Ue. 
to successful investing: 48 pages, 


paper cover 50c; or FREE with Financial World 


all book orders of $3.00 or more 
sent in next thirty days. Book Shop 
21 West Street, New York, N. Y. 


wheat shortage, since it already de- 
pends heavily on rye instead. 

Germany’s barter system of trade 
has led to a substantial increase in 
imports of cotton into that country 
from Brazil, which is willing to bar- 
ter, at the expense of the United 
States, which is not. But both sources 
will now be shut off, and after present 
supplies are exhausted the Reich will 
be forced to resort more and more to 
“Ersatz” fibres. Cotton, like wheat, 
is produced in large quantities by 
British dominions (primarily India 
and Egypt), and the Allies thus ap- 
pear to be well situated with respect 
to supplies of this commodity. 

The United States, Australia, New 
Zealand and Argentina are the 
world’s large producers of wool. All 
these sources are obviously wide open 
to England and France; it is equally 
obvious that they are hermetically 
closed to Germany. The Reich may 
be able to obtain some wool from 
Rumania, and if Soviet Russia’s 
output continues to increase it is pos- 
sible that small amounts may be 
available for export from that country 
within a year or two. However, there 
is no prospect that Germany can ob- 
tain anywhere near her normal re- 
quirements from all these sources 
combined. Substitutes for wool have 


‘already been developed in Germany 


and will apparently be sorely needed. 


New Books 


Continued from page 2 


and method of presentation is that, 
while maintaining a personal point of 
view on controversial questions, he 
gives a wide range of consideration 
to the arguments of those represent- 
ing opposing views. As governments 
usually spend money before making 
provisions for raising the funds, most 
textbooks follow that sequence, but 
Professor Groves has departed from 
this traditional form and starts with 
discussing the sources of revenues 
first. This important part of the book 
gives a detailed analysis of the vari- 
ous forms of taxes, their historical 
background and present status, with 
emphasis upon the underlying reasons 
for each tax. In connection with this 
the author presents the various 
theories on taxation and explains 
what taxes he considers best suited 
for the different needs of govern- 
ment. The second part deals with 
fiscal policies, especially government 
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The FINANCIAL WORLD 


expenditures for such various pur- 
poses as protection, public education, 
public works, highways, public health, 
etc., and the raising of funds for 
capital expenditures by means of pub- 
lic borrowing. Each chapter is con- 
cluded with a concise summary of 
the topic discussed, followed by an 
extensive list of selected books for 
additional reading. 


Note: The books reviewed may be 
purchased through THE FINANCIAL 
Wortp Suop, which also can 
supply any book published on finance, 
business, industry, etc. 


Peoples Gas Light 


Concluded from page 14 


In recent years, the management 
has followed a much more conserva- 
tive policy than that of the Insull era. 
Since 1932 bonded debt has been re- 
duced some $19 million, and some 
38,000 shares of stock have also been 
repurchased. In addition, the 1936 
refunding operation has helped in 
materially reducing fixed charges. 
Except for $2.5 million serial notes, 
the company has no maturities until 
1943 and 1947, when $4.8 million and 
$39.5 million of 6 and 5 per cent non- 
callable bonds fall due. It is also en- 
couraging for the longer term that 
the indenture covering the $22 mil- 
lion 4s of 1961 (issued in 1936) con- 
tains a sinking fund provision requir- 
ing the company to retire at least 
$330,000 bonds a year. 

One of the most serious factors that 
Peoples Gas has had to contend with 
has been the three per cent tax on 
gross revenues levied by the State of 
Illinois beginning in 1935. Net in- 
come for that year made the poorest 
showing since 1920. The company 
immediately petitioned for a three per 


cent increase in rates. After a series 
of court actions, the Circuit Court of 
Cook County issued a permanent in- 
junction in February, 1938, restrain- 
ing the Commission from interfering 
with the proposed increase in rates— 
which the company then placed in ef- 
fect. The amount of the increased 
earnings ($3.26 a share during 1938) 
has been kept in a reserve, however, 
pending final decision by the higher 
courts of appeal. 

The. Supreme Court of Illinois in 
February, 1939, reversed the decision 
of the Circuit Court, but in April in- 
dicated that it would reconsider its 
own ruling, and granted the company 
a rehearing. If the company is al- 
lowed to retain the higher rates, its 
earnings for 1938 would be increased 
from $2.48 to $5.74 a share. A year 
ago the Federal Power Commission, 
at the request of the Illinois Commis- 
sion, ordered an investigation of the 
rates and charges for natural gas sup- 
plied to Peoples Gas Light by the 
pipe line companies. The company 
thus appears to have a good prospect 
for relief, either by way of permanent- 
ly higher retail rates or by lower 
costs. 

In the meantime recent results 
have shown some improvement, earn- 
ings for the first half of 1939 amount- 
ing to $2.33 a share, against $2.09 
for the same period of 1938 (in both 
cases the increments from the higher 
rates have been excluded ; these were, 
respectively, $1.92 per share and 
$1.36 per share). 

Based upon demonstrated earning 
power, the company’s greatly ex- 
panded gas facilities, and the prospect 
for continued improvement in general 
business conditions, the common stock 
appears to offer attractions at its cur- 
rent low price of around 37, both for 
income (yield, 6.8 per cent on the 
$2.50 dividends already paid this 
year) and for appreciation over the 
long term. 


25-Year Record of Peoples Gas Light & Coke 


ITEMS of 
INTEREST 


Upon request, and without obligation, 
any of the literature listed below will 
be sent free direct from the firms by 
whom issued. To expedite handling, 
each letter should be confined to a 
request for a single item. Print 
plainly and give name and address. 


Items of Interest Department 


%FINANCIAL WORLD 


21 West Street, New York, N. Y. 


FOR THE SPORTS LOVER 
32-page booklet, beautifully illustrated, 
printed in two colors, describing quality 
gifts to suit all tastes. 


SOME FINANCIAL FACTS 
A 24-page booklet containing a brief de- 
scription of the American Telephone & 
Telegraph Company and the organization 
and operation of the Bell System. 


INSIDE INFORMATION 

ON BINOCULARS 
32-page booklet, profusely illustrated, ex- 
plaining little understood facts on the 
optical characteristics that distinguish dif- 
ferent glasses. 


KIND TO HIS WIFE 

CRUEL TO HIS WIDOW 
A dramatically told story of the Double 
Duty Dollar plan which will provide a 
retirement income to your wife and you, 
or either survivor, if you live to retire- 
ment age. 


FOR THE PUBLIC 

NEW WRITING EASE 
Folder telling all about the new desk 
sets with pen that writes instantly and 
smoothly. The point rests in ink. A 
year’s average supply at one filling. Not 
a fountain pen. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? 
An informative 30-page booklet covering 
every phase of this subject; suitable for 
anyone seeking employment which offers 
a future. 


AMERICA’S SMARTEST BOATS 
This beautifully illustrated brochure de- 
scribes 99 style-leading models at new low 
prices, with features and specifications un- 
obtainable from any other boat builder. 


HOW TO AVOID MISTAKES THAT 

MAKE EVEN NEW HOMES OBSOLETE 
A 23-page book printed in two colors of 
fundamentals that will make your home 
stay modern longer, better to live in and 
easier to sell. 


RADIO NEWS 
Describes some unusual radio instruments 
which in addition’ to superb domestic re- 
ception make possible the selection of 
news and entertainment from over 200 
cities in 105 foreign countries. 


CELEBRATING 75 YEARS OF 
ACHIEVEMENT 
Brochure describing newest watches that 
are creating such a stir at the New York 
World’s Fair. These new timepieces for 
men as well as women are priced to fit 
every pocketbook, small or large. 


COMFORT AND CLEANLINESS 
IN YOUR HOME 
This booklet brings you the facts about 
a great advance in low-cost-warm-air heat- 
ing for homes. (Published by the world’s 


Bonded = Capital Gross Net : 1 install fh heati d air- 
Year: ————( Millions of Dollars)-————-_ Per Share High Low STATISTICS ON 1,000 STOCKS 
Tree $46.8 $38.5 $16.8 $3.3 $8.57 125 106 WITH CHART : 
46 : : : 1 earnings of 27 industrial corporations dur- 
46.3 38.5 21.6 D 14 D 3.64 61 39 ing by a New 
er ee 46.3 38.5 24.5 0.07 0.17 57 32 ork Stock Exchange frm. 
72.5 56.9 41.9 6.8 11.98 404 208 
eee 78.2 66.6 40.6 2.4 3.65 65 22 OPENING AN ACCOUNT 
76.0 65.7 41.4 1.6 2.48 42 22 


ject. Prepared by a New York Stock 
Exchange firm. 
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The City Ice & Fuel Company 


W. T. Grant Company 


. cy 
Data revised to September 30, 1939 50 Eatnings and Price Range (CY) 
Incorporated: 1894, Ohio, as The Ind dent 40 


Iee Company; name changed to present title 30 
in 1921. Office: 6611 Euclid Avenue, Cleve- | 20 —LH AHH 
land, Ohio. Annual meeting: First Thursday 


in April. Number of stockholders (October 
1, 1939): Preferred, 2,660; common, 9,254. 
Capitalization: Funded debt...... $3,008,450 
*Preferred stock 64%% cum. 
+... 198,429 shs 
Common stock (no par)........ 1,157,000 shs 


*Callable at $105 per share. 


Business: The largest manufacturer and distributor of ice 
in the U. S. Operations are centralized chiefly in the Middle 
West and South. Other activities include coal yards, breweries 
and coal storage warehouses but ice sales produce about 70% 
of revenues, with refrigerator car icing a big contributor. 

Management: Possesses experience and ability. 

Financial Position: Good. Net working capital December 
31, 1938, $6.3 million; cash, $3.7 million. Working capital 
ratio: 3.8-to-1. Book value of common, $15.58 per share. 

Dividend Record: Regular preferred pfyments since issuance 
in 1928. On common, payments every year since 1907. Indi- 
cated rate, 30 cents quarterly. 

Outlook: Retail ice business is affected by weather condi- 
tions and increasing competition from mechanical refrigera- 
tion for domestic and commercial purposes. Refrigerator car 
icing sales are relatively stable and well sustained. Is also 
interested in the development of air-conditioning. 

Comment: Despite their impressive dividend records, both 
preferred and common stocks can be classified as speculative. 


; Price R 

Data revised to September 27, 1939 50 Earings and ur ange (GTY) 
Incorporated: 1937, Delaware. Crigied busi- 40 
ness established in 1906. Office: 1441 Broad- 30 
way, New York City. Annual meeting: Third 20 
Tuesday in April. Number of stockholders 10 
24, 1939): Preferred, 3,169; common, 


PRICE RANGE 


EARNEO PER SHARE 


Capitalization: Funded debt 


(Real estate mtges)............ $2,592,600 
Preferred stock 5% cum. 

Common stock ($10 par)....... a ,189,354 ehs 


Business: Operates a chain of about 500 low priced variety 
department stores located in 38 states, the majority of which 
are concentrated in the New England and Middle Atlantic 
area. Popular-priced lines of merchandise, ranging from 5 
cents to $1, compose over 95% of total unit sales. 

Management: Has had a conservative record of achieve- 
ment; headed by W. T. Grant, the founder. 

Financial Position: Very strong. Net working capital July 
31, 1939, $19.2 million; cash and equivalent, $8.8 million. 
Working capital ratio: 6.9-to-1. Book value (common) $23.19. 

Dividend Record: Payments were made at rate of $1 per 
annum plus extras from 1927 up to and including 1935. Annual 
rate increased to $1.40 in 1936. Maintained since with extras. 

Outlook: Relatively wide price range of goods sold makes 
for a reasonably stable volume of business. Operating results 
are usually above average of industry. 

Comment: The preferred has investment status; the com- 
mon’s chief appeal is for steady income. 


EARNINGS, DIVIDEND RECORD age ce PRICE RANGE OF COMMON: 


ORD AND PRICE RANGE OF COMMON: Six ded: July 31 Dividends Price Han 
RNINGS, ume 1 D D 3 yee. en u an. a viden ce ge 
Jun Dec. 31 Year's Total -Dividends Price Range | 1932.......... $0.1 1933.. $1.23 $1.35 2.. $1.00  30%—14% 
$0. $1.71 $2.35 28%—11 1933 O68 1934.. 2.17 2.80 1933.. 1.00 364%42—15% 
0.46 1.74 2.20 2.00 5 —7 0.55 1935.. 1.64 2.19 1934.. 1.00 40% —28 
0.6 1.84 2.45 2.00 24%—17 DD>nbesaeece 0 1936.. 2. 2.79 1935.. 1.25 384%4—26 
D 0.26 1.71 1.45 2.00 24%—12 1.21 1987.. 32.68 1936.. +1.30 52%4—28 
0.10 2.10 2.20 2.00 23 —15% SEE pesocctess 1.1 1938.. 1.62 2.79 1937.. 2.40 4754—24 
0.19 1.55 1.74 2.00 21%—11 a D 0.02 1939.. 2.05 2.03 1938.. 1.90 30 —19 
D 0.13 1.45 1. 4 1% 0.50 *1940.. 1939.. t71.65 §35 —24\% 
ate, on Rug se ; *Of old no par stock from 1933 through 1937 and of new $10 par stock thereafter. 
*To September 30, 1939. TIncluding extras. tIncludes 35 cents payable October 2, 1939. §To September 27, 1939. 
Commonwealth Edison Company Newport Industries, Inc. 
Data revised to September 27, 1939 sGorings and Price Range (CWE) Data revised to September 27, 1939 seomings and Price Range (NEP) 
neorpora’ lino’ - Incorporated: 1931, Delaware, as successor of [40 
tien of PRICE RANGE the Newport Company after latter had sold [30 
Electric Co. Operates under a franchise 20 oO o its dyestuffs and chemical divisions to E. I. 20 
granted the latter organization in 1897. 10 seems pS emmmeacreece du Pont de Nemours & Company. Office: 10 ooo 
Office: Edison Bldg., 72 West Adams Street, 100 West 10th Street, Wilmington, Del. o“e=— 3 


Chicago, Ill. Annual meeting: First Tuesday ° 


in April. aes of stockholders (December Y EARNED PER SHARE 9 
31, 1938): 77 

Capitalization: Funded debt. . .*$384,953,600 


*Including subsidiaries. 

Business: Directly supplies practically all electric require- 
ments in city of Chicago under a franchise running to 1947. 
Also controls Public Service of Northern Illinois, Western 
United Gas & Electric, Illinois Northern Utilities, Chicago 
District Electric Generating, Chicago & Illinois Midland Rail- 
way, Commonwealth Subsidiary Corporation and other sub- 
sidiaries. About 89% of revenues is derived from electric 
sales, 10% from gas and 1% from other sources. 

Management: Progressive and well regarded by the industry. 

Financial Position: Strong for an enterprise of this type. 
Net working capital December 31, 1938, $47.5 million; cash, 
$31.6 million; marketable securities, $16.3 million. Working 
capital ratio: 2.7-1. Book value of stock, $28.65 per share. 

Dividend Record: Excellent. Company has an unbroken 
record of payments since 1890 consolidation. 

Outlook: Substantial benefits will derive from major finan- 
cing program, completed in 1939, but rapid conversion of de- 
bentufes tends to dilute earnings per share. 

Comment: Stock qualifies as a sound investment issue. 


Years ended Dec. 1987 1938 1939 
Earned per share. . $1.54 $1.34 3 70 $1.91 $2.06 
Dividends paid..... 1.12% 1.00 1.00 $1.25 71.56% 1.33% 1. 
*Price Range: 
20% 15% 29% 33% 28 
7% 8% 24 20% 22% 


*Adusted to 4- pt 
tIncludes extra 25 
same period in 1938. 


2 colle effected in August, 1937. Includes extra of 31% cents. 
§6 months to June 30, 1939, compared with $1.22 ton ths the 
“ine September 27, 1939. 


30 


General office: Pensacola, Fla. Annual meet- 2 


ing: Second Wednesday in April in New EARNED PER OHARE $1 
York City. Number of stockholders (Decem- 0 
ber 31, 1938): 2,200. DEFICIT PER SHARE $1 


1931 ‘32 ‘33 ‘34 ‘35 ‘36 ‘37 1938 


Capitalization: Funded debt 


(subordinate notes and pur- 
chase money obligations)......... $732,325 
Capital stock ($1 par)........ ---621,359 shs 


Business: Important manufacturer of naval stores, prin- 
cipally rosin, turpentine and pine oil. Principal customers 
for rosin are the soap, paper, paint and varnish industries. 
Turpentine is sold chiefly to paint and varnish trades; pine oil 
is consumed by the mining, textile and paper industries. 

Management: Satisfactory. 

Financial Position: Adequate. Working capital December 
31, 1938, $2.2 million; cash, $1 million. Working capital ratio: 
6.5-to-1. Book value of capital stock, $6.55 a share. 

Dividend Record: Irregular. Initial dividend of 60 cents per 
share paid 1936. Distributions suspended after October, 1937. 

Outlook: The principal earnings determinant is the price 
structure for rosin and turpentine which is often subject to 
rather wide year-to-year fluctuations. Volume usually follows 
the trend of general business activity. 

Comment: The capital stock embodies all the risks charac- 
teristic of commodity issues. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 


Year's 

Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 

D$0.11 D$0.15 D$0.18 D$0.24 D$0.68 None 1% 

D 0.03 0.01 07 00 0.0 None 11%— 1% 
0.15 0.15 0.00 0.01 0.31 None 3 —5 
0.13 0.1 0.09 0.19 0.57 None 10%— 4 
0.13 0.18 0.28 0.39 0.98 $0.60 40 —9 
0.79 0.69 0.68 0.06 2.22 *2.00 41%—10% 
0.07 DO10 D D 0.08 Non 19%— 9% 
0.11 0.18 tNone t17%— 8% 


~#Includes $1.50 in 5% 10-year notes. To September 27, 1939. 
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STOCK FACTOGRAPHS IN REVISION FOR NEXT WEEK 


Heller (Walter E.) 
Hires ) 


*Chain Belt (Charles E. & Ohio Brass Quebec Power 
*Consol Coppermines Holophane Locke Steel Chain Pennsylvania Water & Power Rustless Iron & Steel 
Fox (Peter) Brewery Illinois Zinc Phillips Packing West Penn Power 


*Listed on the New York Stock Exchange; all other issues on the New York Curb Exchange. 


A 
*Brooklyn & Queens Transit 


National Steel Car Powdrell & Alexander 


American Bosch Corporation 


Union Bag & Paper Corporation 


Data revised to September 27, 1939 sqeomnings and Price Range (BOS) 
incorporated: 1919, New York, as American 40 


Bosch Magneto Corp. Present title otustes 30 PRICE RANGE 
1919; ‘‘United’’, added in 20 
1938. Main office : Springfield, New 0 
York office: 17 West 60th St. ‘saul meet- ' 


ing: First Tuesday in April. Number of ie) 


stockholders (March 24, 1939): 1,127. 
Capitalization: *Funded debt....... $262,000 $4 
7Capital stock (no par commen}. -692,644 she DEFICIT PER SHARE 58 
~ *Real estate mortgage. tAs of May, 1939 1931 198 


467,500 shares owned by Administratiekantoor 
Voor Internationale Belegging of Amsterdam. 


Business: A manufacturer of automobile accessories and 
industrial and electrical equipment. Principal products com- 
prise Diesel engine parts; magnetos for practically all types 
of internal combustion engines; battery ignition distributors; 
coils; generators; and windshield wipers. Also makes auto- 
matic force-feed lubricators for manufacturing, mill and min- 
ing machinery and a power unit for police and aircraft radios. 

Management: Experienced. 

Financial Position: Fair. Working capital December 31, 
1938, $1.6 million; cash, $698,953. Working capital ratio: 4-to-1. 
Book value of capital stock, $5.72 per share. 

Dividend Record: Varying payments 1919-21; none since. 

Outlook: Operations are influenced chiefly by cyclical 
changes of activity in the automotive industry, since motor 
accessories comprise more than half of total business. Diesel 
products are increasing in importance and this division of the 
business appears slated for important growth. 

Comment: Stock will continue to occupy an unimpressive 
position until company’s technical achievements find greater 
reflection in earning power. 


Qu. ende June 30 Year’s Total Price Range 
15 .04 17%— 3 
1934 (sGaxanaontens 2 0.02 0.31 1 17 —8 
a 0.27 0.21 0.19 0.90 0 —7 
D 0.28 bad §D 2.14 14%— 6 
D 0.02 eee 18 —3 


tAfter flood loss of $2.19. tAfter surtax of 9 cents. §After special 


*Not available. 
{To September 27, 1939. 


charges; before such items deficit was 63 cents a share. 


The Sparks-Withington Company 


Data revised to September 27, 1939 »Earnings and Price Range (SKW) 


Incorporated: 1916, Ohio, as a consolidation 20 
of a company of the same name and Sparton 15 
Radiator Company. Office: Jackson, Mich. 10 


Annual meeting: Fourth Saturday in Sep- 5 of 
tember. Number of stockholders (March 31, 0 


PRICE RANGE 


1939): Preferred, 82; common, 4,920 |__Fiscal year ends June 

referred stoc cum. 

Common stock (no par).......... 900,674 shs 1932 ‘33 ‘34 ‘35 ‘36 ‘37 ‘38 1939 


*Callable at $110. 
Business: Manufactures a varied line of automobile acces- 


sories including horns. The latter are standard equipment on 
a number of leading passenger cars and trucks, including 
Ford. Also manufactures radios, electric refrigerators, and 
television products. All products are tradenamed, “Sparton.” 

Management: Experiencing difficulty in efforts to reattain a 
profitable basis. 

Financial Position: Satisfactory. Working capital, as of 
June 30, 1939, $1.8 million; cash, $692,694. Working capital 
ratio: 7.9-to-1. Book value of common, $3.09 a share. 

Dividend Record: Irregular on preferred; arrears cleared 
1937. On common, 1920-1931 (except 1921-3), none since. 

Outlook: Important changes in competitive relations have 
curtailed the company’s earning power in recent years. The 
important export division faces uncertain prospects because 
of war influences and unsettled political conditions abroad. 

Comment: Lack of sustained earning power places both 
preferred and common stocks in a speculative category. 


EARNINGS RECORD AND PRICE RANGE OF COMMON: 


at -year ended: Dec. 31 June 30 Year’s Total *Price Range 
D$1.62 D$0. D$2.17 5 —1 
D 0.19 D 0.15 D 0.34 — 
D 0.23 eee D 0.18 D 0.41 8 —2 
D 0.18 i ee - D 0.03 D 0.21 8%— 8 
.04 1986...00 0.11 8 15 9%— 5 
0.24 1987 0.25 49 9%— 1 
0.09 D 0.18 D 0.09 4%— 
D 0.19 D 0.09 DOW t3%— 1% 


*Calendar year. {To September 27, 1939. 


Data revised to September 27, 1939 95 Earnings and Price Range (BP) 
Incorporated: 1916, New as a con- 20 
solidation of Union’ Bag & Paper Co., organ- 15 
ized 1899, and Riegel Bag & Paper Co., 10 
formed 1916. Office: Woolworth Building, 5 
New Cue. Annual meeting: Second 
Tuesday in April. Number of stockholders EARNED PER Onan $2 
(March 31. 1939): 3,049. $1 
Capitalization: Funded debt... .*86,044,102 
Capital stock (no par)......... 1,262,729 s PER $1 
1931 °33 ‘34 ‘35 ‘36 ‘37 1938 
*Including long term bank loans and pur- 


chase notes for equipment and timber lands. 

Business: One of the largest manufacturers of paper bags 
in the U. S. Produces a complete line of paper bags and sacks, 
standard and special wrapping papers, envelope, and notion 
paper, and papers for waterproofing, waxing, and twisting. 
Kraft liner board and kraft pulp are also produced. 

Management: Has shown adaptability. 

Financial Position: Satisfactory. Working capital December 
31, 1938, $2.2 million; cash, $364,753. Working capital ratio: 
2.2-to-1. Book value of capital stock, $10.66 a share. 

Dividend Record: Payments made from 1916 to 1924. Re- 
sumed in 1934; but suspended again in December, 1938. 

Outlook: Heavy capital expenditures for new plant facilities 
during the past several years have made company one of the 
lowest cost producers in a highly competitive industry. War- 
time barriers to pulp imports tend to remove threat of over- 
production in the kraft paper industry; Union Bag is advan- 
tageously situated as it controls its raw material sources. 

Comment: Stock is essentially a business cycle issue and 
rather speculative. 


“EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF STOCK: 
vi- 


Year’s 
Qu. ended Mar. 31 June30 Sept. 30 Dec. 31 Total dends Price 
Fee 7 0.70 None 5 —1% 
Fes 1.17 $1.00 15%— 9% 
| 0.37 0.50 17%— 9 
$0.31 $0.29 $0.45 $0.27 1.32 0.50 a 8 
0.34 0.20 0.19 0.13 0.86 0.12% 15%—7 
0.12 0.06 tNone t12%— 6 


we to 4-for-1 split in September, 1937. fNot available. {To September 27, 


Union Tank Car Company 


sqeonings and Price Range (UTX) 


Data revised to September 27, 1939 40 


Incorporated: 1891, New Jersey, as Union 20 
Tank Line Company. Name changed to 10 
present title 1919. Office: 228 North La 

Salle Street, Chicago, Ill. Annual meeting: 0 


PRICE RANGE 


Second Wednesday in April. Number of EARNED PER SHARE 
stockhoiders: Not reported. ? 
Capitalization: Funded debt........... } 
Capitai stock (no par)......... 1,172,581 ths 1931 ‘32 '33 ‘34 ‘35 '36 ‘37 1938 


Business: The largest concern engaged in leasing railroad 
tank cars, which are used mainly in the transportation of 
petroleum products. Was originally a unit of the old Standard 
Oil group, and has close operating agreements with most of 
the large oil companies. 

Management: Capable and conservative. Principal officers 
associated with company an average of 30 years. 

Financial Position: Strong. Working capital June 30, 1939, 
$7.8 million; cash, $3.6 million; marketable securities, $3 
million. Working capital ratio: 13.9-to-1. Book value of stock, 
$29.79 per share. 

Dividend Record: Payments made at various rates in every 
year since 1914. Present annual rate, $1.20 per share. 

Outlook: Comparative immunity from competition either 
from other similar units or from pipe lines indicates that 
earnings will continue to conform closely with trends in the 
consumption of petroleum products. 

Comment: Due to relative stability of earnings and divi- 
dends, principal interest in the stock is for income. 

EARNINGS, 8, DIVIDEND Ri RECORD AND, PRICE | RANGE OF CAPITAL STOCK: 


Half year ended Year’s Total Dividends Price Range 
1932 0.42 $0.84 19%—11 
.39 0.60 0.99 1.25 22%—10 
67 0.65 1.32 1.20 25%—15' 

0.51 0.72 1.23 1.20 26 20% 

0.68 1.08 1.76 1.20 315% —22% 
0.31 0.89 1.70 1.60 31%4—22 
0.43 0.73 1.16 1.30 23 20 

0.60 wee *0.90 *24%—20% 


*To September 27, 1939. 
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Business and Financial Summary 


Weekly Trade Indicators 


Week Ended 


Weekly Carloadings 


Sept. 23 Sept. 16 Sept. 24 Sept. 16 ‘Sept. 9 Sept. 17 
Miscellaneous: 1 1938 Eastern District 1 1938 
tAuto Production (U.S.A.)...... 53,950 41,245 20,390 Oe rs 60,907 49,481 47,243 
{Electrical Output (K.W.H.).... 2.449 2,444 2,154 Chesapeake & Ohio............ 41,269 34,276 33,784 
§Steel Operations (% of Cap.).. $3.8 79.3 46.7 Delaware & Hudson........... 14,290 10,582 11,551 
Total Carloadings (cars)...... 814,828 805,702 669,704 Delaware, Lackaw’na & West’rn 18,765 14,426 14,873 
82.0 81.9 76.3 Norfolk & Western............ 31,818 27,875 27,115 
*+Crude Oil Output (bbls.)..... 3,681 3,422 3,251 New York, N. Haven & Hartford 23,632 18,341 19,099 
Motor Fuel Stocks (bbls.)..... 71,020 71,869 69,524 ge | 91,790 71,130 72,995 
7Gas & Fuel Oil Stocks (bbls.) 153,341 153,624 Dit bias New York, Chicago & St. Louis 17,874 14,158 14,502 
ept. 16 Sept. 9 Sept.17 115,298 96,674 92,628 
{Bank Clearings, New York City $3,836 $3,148 $3,829 ee ea ee 11,521 9,565 9,597 
{Bank Clearings, Outside N.Y.C. 2,869 2,108 2,672 15,345 12,411 12,467 
*7Bitum. Coal Qutput (tons)... 1,483 1,535 1,236 10,586 8,563 8,550 
Cotton Mill Activity Index.... 137.5 129.4 114.3 Southern District 
F.W. Index of Ind’l Production 90.8 88.5 78.2 Atiantio Coast Tame. ......6s.0% 14,144 13,384 13,367 
38,267 31,619 32,240 
*Daily average. 7000 omitted. tWard’s Reports. §As of Louisville & Nashville......... 31,747 25,791 26,238 
the beginning of the following week. [000,000 omitted. Beaboaurd Air Tame. .......62+-% 13,238 11,460 12,297 
#Journal of Commerce. ||Not comparable. Southern Ry. System.......... 38,948 33,029 33,83 
Commodity Prices: Sept. 26 Sept. 19 Sept. 27 Northwest District 
Steel Billets, Pitts. (per ton)... $34.¢0 $34.00 $34.00 Chicago & Great Western...... 5,951 5,034 5,211 
Scrap Steei, Pitts. (per ton).... 22.75 19.75 15.25 Chicago, Milwaukee, St. Paul & 
Copper, Electrolytic (per lb.).. 0.12 0.12 0.13% 30,735 25,555 26,247 
ees Eee 2 | ere 0.0550 0.0550 0.0510 Chicago & Northwestern....... 41,664 34,492 32,841 
Rubber Sheets (per ib.)........ 0.2070 0.2200 0.1520 ee 15,352 12,868 13,488 
Hides, Light Native (per lb.).. 0.16% 0.15% 0.11 Central West District 
Gasoline, Dealer (per gal.)..... 0.0840 0.0840 0.09 % Atchison, Topeka & Santa Fe.. 29,958 24,279 25,742 
Crude Oil, Mid-Cont. (per bbl.) 0.96 0.96 1.16 Chicago, Burlington & Quincy.. 27,114 22,058 23,306 
Wheat (per bushel)............ 1.04% 1.03% 0.82 Chicago, Rock Island & Pacific 23,469 18,429 19,669 
| 0.72% 0.73% 0.68% Chicago & Eastern Illinois..... 5,494 4,428 4,542 
Sugar, Raw (per ib.).......... 0.0365 0.0360 0.0305 Denver & Rio Grande Western 7,760 6,148 6,364 
Southern Pacific System........ 45,032 38,451 39,755 
Federal Reserve Reports sept. 20 pt.13 Sept. 21 28,517 23,838 24,204 
Member Banks, 101 Cities (000, 000 omitted) 5,077 4,114 4,210 
Total Commercial Loans....... 4,201 4,159 3,889 Kansas City Southern.......... 3,890 3,414 3,430 
Total Brokers’ Loans........... 532 568 658 Missouri-Kansas-Texas ....... 8,514 7,322 7,858 
Other Loans for Securities..... 510 513 578 ee le ae yeas 27,044 21,838 23,338 
U. S. Govt. Securities Held..... 10,658 10,711 9,803 St. Louis-San Francisco........ 14,105 10,810 12,309 
Investments, Except Govt. Bonds 3,362 3,363 3,208 St. Louis-Southwestern ........ 5,432 4,420 5,162 
Total Net Demand Deposits.... 18,175 18,288 15,288 8,790 6,865 7,991 
Brokers’ Loans (N. Y. C.)...... 405 430 525 Note: Freight carloadings refiect current sectional business 
Reserve System conditions. Loadings from the 15th to the 15th give a rough 
Reserve Credit Outstanding.... 2,883 2,873 2,596 indication of earnings for the current month. (Compiled from 
Total Money in Circulation.... 7,236 7,235 6,552 Association of American Railroads figures.) 
Monthly — SEPTEMBER — Monthly —,aueust— 
Indicators Indicators 1939 193 
U. S. Govt. Debt...... *$40,866 *$38,391 Radio Sales: 
Advertising Lineage FINANCIAL WORLD *$3.31 *$2.94 
(agate lines) : CBS. *2.34 
Monthiy Magazines... €48.439 611.702 WEEKLY INDEX OF INDUSTRIAL PRODUCTION §Variety Chain Sales.... *254.3  *228.5 
a <0,0 Ou 120 . 
anadian Magazines.. 160,358 148,631 oe Whisky (gals.): 
¢shipbuilding Contracts: AVERAGE OF 1923-25 = 100 Production .......... *4.39 
Number of Vessels... 152 119 Withdrawals ........ *5 
Total tonnage ....... 639,115 477,205 Stocks on Hand...... “475.37 #469. 50 
tRail Equipment Orders: 110 Malt Liquor (bbls.) : 
Locomotives (steam). . 63 14 Production *5.45 *5.35 
Locomotives Withdrawals . *5.73 *5.76 
(Elec. Diesel) .... 31 26 Stocks on Hand.. *8.84 *8.55 
Froight oust 100 Tobacco Production 
Financing ........ *$25.4 *$197.0 Cigarettes (units) . .*16, *15,891. 5 
Cigars (units) ...... 5 
Metal Imports (| Glass Output: *10.45 *7.68 
*259.9 *165.9 80 V Plate (sq. ft.)....... 
Re | Window (boxes) 867,452 433,877 
Magazine Advertising: No. Am: (tons) 347,595 300,716 
Natl Weeklies (lines) 493,252 435,358 | | biker 
Trade Papers (pages) 7,211 6,501 70 Imports 98.045 31,099 
....-» *67.9 *46.1 Boots & Shoes (pairs).. *42.0 
Machine Tool Index.... 206.5 120.9 60 oon? 
Pig Iron Activity: 88.108 86.729 
Production (tons)....  *2.66 *1.49 50 
Steel Output: roduction ... 
with 1.005 550 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938: JAN. ; July Aug. Sept. Oct. Nov. Dec. Stocks on Hand...... *8.89 +8163 
oduction .......... 40,960 32,296 1939 H {Truck Loadings 
49,928 36,507 Freight (tons) 1,007,851 807,963 
Stocks on Hand...... 122,814 141,997 Life Insurance ........ *584,595 *$550,960 


*000,000 omitted. 


piled by Merrill, Lynch & Co. 


+Corporate new issues only, excludes refunding. 
#Adjusted for season variations. 


tAt first of month. 


§25 chains and 2 mail orders, com- 


fAmerican Trucking Association (191 carriers in 36 states). 


Daily Dow-Jones Averages for Stocks and Bonds—Closing Prices 


STOCK Vol. of Sales —————-CHAR ACTER OF TRADING—————— 


20 15 
rod Industrials R.R.s Utilities Stocks 
t. 
21.. 153.48 32.83 24.65 51.44 
22.. 152.57 33.06 24.70 51.31 
23 152.99 33.34 24.63 51.48 
25 152.64 33.81 24.70 51.56 
26 153.54 35.73 24.86 52.40 
27 153.08 35.90 25.28 52.44 


N.Y.S.E. 
(Shares) 


1,731,300 
1,660,590 

562,460 
1,225,610 
1,712,670 
2,339,930 


Average 
No. of No.of Total Un- New New 40 
Advanc’s Decl. ch’ng’d Highs Lows Bonds 
489 191 185 43 8 88.11 
296 388 209 59 8 88.25 
288 205 191 20 3 88.42 
358 294 206 49 12 88.70 
470 242 185 85 5 89.41 
381 354 204 98 4 89.69 


Value of 
Bond Sales 
N.Y.S.E. 


$15,470,000 
16,620,000 
6,010,000 
13,520,000 
16,920,000 
20,910,000 
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Traded 1939 
Sept. 
865 21 
893 ..22 
684 ..28 
858 
897 . 
939 


